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n Administ ration of* the u nited 
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rectors oP the Agricultural B a 


the 4raq Govj 


and the 


states 
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under 3 
decided 
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Article 
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Bank and 
to carry 
of small 


2. 3m a 1 

400 m as ha r as 
pump or garden 
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in the garden 


District means 
the Technical A 
o ut the me tho d 
cultivators who 
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ration Go 
cultural 




It shall 


cement between the 
be announced in orde 


Advances under supervision for the benePit 


desire to apply Por such advances 


Cultivator means 
a mas ha rah. equal 
areas not exceed! 
P it does not exc 


a cultivator 
2p00 sq.m. ) 


whether irrigated 


xceed// 10 donums 


excess over 
in the culti 


ltural land not 
ed by Plow or by 
these two limits 
ated^.and or two 


mecaani 

shall 


3 ^ Committee Por malting Advances under Supervisions 

a- r he Committee shall consiat n of the 3ank Representative( the expert approved to 
make advances under supervision* at the present time) and three members, one being 
the elder oP the village, such as the sirkal, or mayor or some person held in 
high esteem and respect by the villager% rm a* to whom they rePer for the regulation 
of°their social relations according to local practice; the second the I-iuktar (ha/or) 
oP the village and the third a prominent villager with a comprehensive knowledge 
oP the condition oP the cultivators. IP th^Pirst membey, the alderman oP the village^ 
is also the mayor he shall be replaced by a villager oP good reputation and holding 
the same social position as the third member. Tha member must normally be permanently 
resident in the village. x he term Por membershi.^Mm be Por one year, which may be 
renewad once onlv Por an additional year. 


b- Nomination oP persons having the above mentioned qualifications shall be 

made by the administrative authorities, 3 uc.i as the Autassarrif or the s^aim—makaui, 
within his area oP jurisdiction according to the administrative divisions oP the // 

country. . 

If*, Por any reason, a vacancy occurs in the Committee/;*: it shall be Pilled by 

a nerson oP as good reputation as that oP his predecessor on whose account the 
vacancy arises. The new member shall complete his predecessor's term as Prom the 

latter's date oP appointment 


c— In 

entitled to 


acco rdance 


nee with these Instructions no 
an advance under supervision. 


ember oP the Committee shall be 


Artic1e 2. 


The section concerned with making advances undersupervision^at the Head 
CPPice^or Branches oP the Bank in the liv/aa where it shall be decided to carry out 
the method oP granting loans under supervision, shall explain the method orally 
but Pully to the applicants who come within its area oP jurisdiction. The Section 
shall explain to them that whether they will be granted an advance at all depends «• 
upon their accepting the Ba nk£ I nstructions and undertaking to comply with the agri¬ 
cultural program which the Bank's Representative draw5up Por them Por the exploitation 
oP their Pie Ids in a manner conductive to the improvment and development oP 
agricultural methods , and conductive to the increase of production and to the raising 
oP their economic and social standards through the Bank's supervision over their 
methods oP using the advances granted to them and through managing their PieIds , 
and gathering their crops and yields and selling the same in order ^to ensure Aiss 
payment oP debts due to the Bank/ or // other debts out op the c & y oP their yields 
qni r-Tfrr^ in such a way as to ensure a better regulation oP their affairs in 

the Puture. it must be emphasised to them that advances granted to them by the Bank 
are «**de either in a single payment or in s&Sny payments according to their agricultural 


having been explained to them in detail, their acceptance must be entered in 
writing on the application Poire. 


Article 3 
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security and the amount or the Advances 
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ion No. 
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2— A sum not 
not exceeding 
successive i 


for 
rd 

40 



advances granted by this method shall be either movable or immovable 
S to the details of* Article No. 10 of* the - i^ovable 

of* 1947. 


gricultural Bank 



Article 4 


in 



500 dinars /U, be advanced to a small cultivator Tor a te 
he advance shall be paid either in one inatalKBnt r,v. -i 


nstalments as Explained in para (.6) of* Article 4 


na 

or in 

of these Instructions 


Percentages in 
the Agricultural 
amounts to be 



respect of* securit 

ion No 
cultivators 



i 


advanced to 


provided under Article 13 , ( a< ) and (b; of* 
of* 1947 shall be pfcserved in fixing the 


Transactions and the Duties of* the Committe 


f*fice shall be competent 


? h °.+® ct * on Advancea under uu^arvijaioD at the Head 

ahov d r^j, s-sr.'s £.35? ssfK ^ 

?r?s*-Sxi~t£sr , «sfi^ 2 r ts,*s*s- d .*s^ 

administrative authorities „ n+ ■ j ^ . , declaration forms made by the 

of the fellaheen's relation with him as fa? as the S-hta^d 8 ^ 8 J * - “? ^ extent 

t e o aCh lL a arpra a It 9 ic C e°?—’ “*•' -t^ct 8 


for 


special form which shall be drawn 


papers. 



« . , , ‘ th * e other Li was where it will be decided +<-> 

Curtin- t“th« ^ der 3Ui '® rvi3ion ’ 3ha11 regulate the document 
ccoram 6 to tae above-mentioned rules. 


„ p . The3e declarations shall be' written on a 

up for tins purpose and sent togehter with the other 

The Branches of ti 
adopt this method 
of the transactions 

The -documents of the transaction,after being drawn up^shall be relferred to 
the person appointed by the Bank as representative, who shall hold a meeting of 
the Committee and the local Tapu Officer on the date fixed by th&m for the purpose 
making inveatigatiohs concerning the applicant for the advance according to the 
details mentioned in the above papragy&ph. If the investigation reveals that 

really needs the advance requested, the Committee shall inspect the 
itLAtf^and assess the value thereof jointly with the representative of the Bank 
he Taou 



applicant 
secur 

and the ¥ap u Officer. The result of the inspection and assessment shall be weitten 
on the special form togehter with the amount which the Committee believes should 
be advanced to the applicant for his present and future agricultural objects. 


The formaliti 
the procedure befo 
the inspection and 
the questions stated 
th e jcam subject to 
as securit 


s of the trans 
the applicant. 
the assessment 
in the form, 
some attachment 



action shall be abbrevi 
x he ‘*TapuOffic&r , 

the shal 1 

rning the concfttion of 
which prevents the Bank 


in order to facilitate 

after completing 
write down his answer to 

and whether 






vj) x ho applicant shall pay in advance a fee of two dinars to be shared equally 

among the members of the Committee and tae 't'apu flicer, with the exception of the 
representative of the Bank( ( whether he is*the supervisor of advances or an expert 
delegated to make advances under supervision). However, t.ie applicant shall not 
recover this fee whehter the Committee recommends the advance requested in whole or 
part, or whether it refuses to make any recommendation whatsoever. Moreover, the 
applicant shall be responsible for providing means of transport for the members to 
and from the place where his s n r 1 1 * !■ i jggfc sgs situated as in the case of all other 
t ransactions• 


xn 




5 / 






4j- If the procedure of the transaction is carried in the manner shown above, 

*the documents of* the transaction shall be sent to the Head w ff ice to be examined 
and checked by the Section Tor making Advances under 3 up erv is ion###, amd ,/## shall 
bo be submitted to the general manager together with a complete outline or the 
transaction containing the nature of* the security, the ■ kind of* its soil, the 
manner by which it is irrigated, its cultivability according to the seasons, 
the value of* its assessment and the agricultural objects whcih were ascertained 
by the Committee, the amount recommended by the Committee to be granted# as an 
advance according to the importamc#of these objects, and the manner of* 

applicant's dealingswith the Bank if* ha he had been granted a previous 
advance, amd th e ^ of the Section concerning the present transaction 

as <x whole- ^ 


the 

by 


Ho advance shall be paid to the applicant thereof*, unless, after frregulatiA 
the advance voucher and the proper notices and the entry of* the note of attachae 
against the security at the Department of* Tapu*if the property is immovable, or 
after sanctioning the advance voucher at a notary public ,if the securities are 
movable- 

The advance which is decided to be granted shall be paid to the applicant 
as a whole if* it equals the aaiount^eeemaflded recommended by the Committee or iS 
less- However, if* the advance# exceeds the amount, it shall be paid according 
to the following manners— 

a- Only the amount recommended to be advanced by the ^oinmitee shall be paid 
out, and the remainder shall be entered for the borrower in a special 
account for liabilities and obligations called 1 liabilities for borrowers 
under supervision' for a term of 6 months. Interest shall be charged on 


paid to the 
proper noti 


vo uche r at a 


applicant thereof, unless, after * re gulatiftn^.o 
es and the entry of the note of attachment 
f* Tapu%if the property is immovable, or 
a notary public # if the securities are 


4 


under supervision' for a term 


Interest shall be charged on 


the paid and recommended sum for the six months. 

b— The burro we r may withdraw the amounts entered for him in the account for 
'Liabilities for borrowers under supervision' either in a single payment or 
in successive payments during the said six.months , provided he makes 
an application for that purpose explaining his requirements in detail and 
the expert delegated for making advance^junder supervision sanctions these 
requirements# after making, for this purpose, a local inspection oaut*investigatii 
Interest shall be recovered on every amount paid to him out of the above 
account in this way for the remaining 6 months and that as from the date o±^ 
payment• 

c— The amount of the advance '..'shall be limited by the total of all the 

amounts paid to the borrower from the amount of the advances granted to him 
for## the 6 months period in accordance with the paragraphs (a^ and (bj 
supra. He shall be asked to repay the interest on the amount of the advance 
Tora further period of six months in order to complete the benefit of the 
advance for the first year. the borrower shall forefill his right to withdraw 
what remits to his credit in the above mentioned account, after the expirjggfc . 
of the said term. What remiHis to him then shall be - ■ 

registered in his favour as credit on the account of the advance. 

Article 

Improvement of Agriculture and the development of its .methods. 


ft 


The principal ohdecte yof jthe method for making advances under super¬ 
vision are to ensure varo f in agricultural fields and 

the development _of its methods by using modern means such as agricultural 
machinery, chemical manure, and raising the economic aaad social standards 
of the applicants. In order to achieve thesec© the Bank may supervise 

the manner in which the barrowersusa the## advances granted to them, the 
management of their farms and the gathering of their crops and the sale thereof 
guaranteeing the repayment of the debt of the# Bank, amd other debts out of 
the prodeeds of these crops and yields in such a way as to ensure regulating ^ 
in the future. At the same time, the Bank shall not hesitate to gui d~e ~the 
fa no a rj t t 9 buy improved kinds of seed and chemical manures and new agricultural 
machinery in order to use the same in their fields, and shall instruct them-£-v 
as far as possible, how to u 3 e {bJ ~ l + - In such cases, the prices 

of the items which the borrower desires to bj*y shall be paid out from the 
amount* of the advances. 
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Th« Iraqi. Agricultural B«ak f Baghda d 


Ho. H^56 


Dates May 12 



To s Mini a try of Finance 


Subjects Agricultural loans scheme under supervision. 



With 
ha 


reference to our letter No. 1^53 dated the 7th 
tunder the decision which has been t aken by the 
meeting held on the 5th of May* 1953 about the 
which should be under supervision For your Mini 
it ar»d to Furnish us with your opinion about this subject* 



May* 




we 

in 







of* 

try to 



study 


The proposals which had 
mitted to the Banks Board 
loans which is proposed to be 
and the Board observed that t 
Farmers on how to utilize the 
products* increasing their 
small Fields and raising t 
and basis which should be 









oF agricultural 
the TCA — 
the small 


referred to us by the TCA had 
connected with the scheme 
between the Iraqi Govnt. 
e purpose oF this scheme is to 
agr± cultural loans in inproving 

encouraging the independent ownership oF 
standard oF living. The main elements 
to attain the goal were included in the 







proposals and these elements are: 


1 — One Qada or 
the Bank and the 




selected Qada or 
lands they are 
wish to become land 
in the t 
the scheme* 


two Q&d&s 
TCA For 
sent 

0 

two 


are to be selected 


the 
For a 
a 




oF 
oF 3 



and that by 
on this 











large number oF the small Fan 


oF agricultural 
is in the 
ers who own the 



working on or those who utilize small Fields by land rent 



owners Instead oF renting the land; as well as there should 


elected Qada agricultural lands available For selling to be bought by 
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to 


The TCA provides a specialist having qua il F i cat ions 



supervise the 
Fields and within the limits 
that For the 

a put down For their 



in 

the 

the two 










oF the Farmers who 
oF the selected Qada 
being sure that the 
Fields when they receive the agricultural loans 




in their 

Qadas 
the 
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The agricultural Bank has to provide two competent Iraqi 




the supervisor oF 
the two as they 
when they get enough training 






men to be 
to be taken in 




are supposed to become in 





the 
the 




to do the job 


properly in other distincts when the scheme covers other areas in the Future 


4 




The Agricultural Bazik has to provide the required Funds to be given as 
loans according to this scheme together with 

to prepare 

specialised officers in the main centre oF the 








the 

the suitable 
Bank at 






For the 
in the 


selected Qada or two Qadae 






15 — The supervisor on the agricultural funds has to prepare a report 
about the schema varies o vary six month and to forward It to the Agricul¬ 
tural B a n k af *d the TGA* For preparing this report he has the right to have 
a look at eiT records connected with this subject and tbe l o a n s vhlch had 
been granted according to the scheme by*. the Agricultural Bazik:* Eno ugh 
records should be kept to compare between the advantages of the supervised 

controlled scheme and the present uncontrolled way* . Also a common report 
should be prepared by the Agricultural Bank and the TGA before the scheme 

summarising In It the accomplished works* the loans that- had been granted* 
the supervision on these activities* the amount of loss as veil as the report 
should show the benefits and foaprovementg that had effected the agricultural 
production a**d the standard of living of those vho had been granted the loans 
according to this scheme* 


• « » • • • 

After discussing this subject, the Board noted that this scheme may he 

divided into two parts one port Independent of the other* The first part Is 
to grant loans for the purpose of Increasing production and raising the 
standard of living of the small fanners* The second part is to grant long 
term agricultural loans for the purpose of buying agricultural fields enough 
to maintain the living of the fanner and his family* As the Bank had studied 
previously the scheme of agricultural long term loans thoroughly and had 
prepared a special bill for legislation by the higher authorities, this schemi 
will be carried on by the bank directly in all parts of Iraq at one time and 
so in this case the bank finds no necessity for discussing this subject which 


part of the proposals put down 


regards the other part 


connected with granting loans for the purpose of increasing production* buying 
home equi pme nts and raising the standard of living of the small farmers* the 
Board welcomes it as an experimental scheme to be applied in Iraq for the 
first time* But the Board observed that the scheme permits that the loans of 
production may be guaranteed by the mortgage of sets* cattle* land, products 
and cereals set for selling for a period of 3 years subject to renewal for 
other 3 years* As the cattle and sets can't guarantee the rights of the Bank 
for several reasons among which ares the law in Xrftq doesn f t allow sel l ing of 
the debtors 1 house furniture for the purpose of levying the debt dum on h i m, 
the lack of Iraq for stores in which to keep the agricultural products, the 
cattle under mortgage may perish during the period of the loan or might be 
sold before the Bank tries to sell it and levy the loan in addition to that, 
article (17 ) of the Banks Regulation doesn f t permit to accept the agricultural 
products as loan guarantee for a period more than oho year* 


Upon that the Board sees that the loans of production should be guaranteed 
by the lands or the agricultural mac binary only, or by the guarantee of the 
Ministry of Finance provided when these loans are renewed the percentage stated 
in Article (13) of the Banks Regulation connected with the value of these 
guarantees is followed and that according to their nature; and to amend what 
is contrary to that connected with what had been stated in the proposals 
dealing with this subject on that basis and then to forward a copy of it in 
its present shape to the Ministry of Finance together with this decision for 







April 14, 1953 
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Ministry of Finance 


3-14-53 Confe 


H. E. Ali 
Lewis H. 1 
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Lth, TCA 



!• Financial S 
Mr. Jackson who had 
that he thought Jack 
out would be started 
through formal chann 
the other two expert 


recently nominated by the 
would do very well. Ltt in 
once and that in the meant 
LR indicated that he has 


with H.E. the credentials o: 
apartment• H.E. indicated 
cated that Jackson* s coming 
e a nomination would be sen 


on 


experts—one in general fiscal policy and operations, and the other 


2 


Project Arr. 


previous conference LR went over the fact 


a previous conxerence lk 
would reply to the Minis 
ment and he reviewed the 


; up where 
that now. 


now. as had been discussed 


left at 
ed, TCA 


reply to the Ministry of Foreign Affairs* note submitting 


The Min: 
tion of 
with ra 


Jackson would 


he contents of this 
. And as indicated 
go forward but that 

out 


rapid action on getting Jackson 


note submitting a project 
it arrangement with the Min 
above LR indicated that a formal 

r of these matters would i 
The Minister delighted. 
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contents of the recently sij 
a general idea of it be cans 
Ministers but that he was g 
it for ready reference. LR 


use it had com 
glad to have • 
LR then went o' 
reviewed the a 


t this copy 

over with 1 



os r 




Y * 


Expanding a bit on H.E. *s general role in connection with land 
x>n, including taxes, etc., LR reviewed with him the general ^ 
itly signed Miri Sirf agreement. H.E. indicated that he had ha 
because it had come up and had been passed by the Council of 
i was slad to have this cony for himself so that he would have 


he had hadL 


him the pro 
the Develop 
d but which 


procedure calling for joint 


Development Board in original ly 


copy of 

he, who 


this was not left 


funds for the 
fully up to d 


l the Kiri Sirf 9 a commit 
t with the Minister and 
rtant role both in conn 
Miri Sirf and in cormec 
te on the matter and is 


A 


n with the 
with work < 


of the Development 


4. 



cated that the revised project 


d H.E. had ended in connection 
in connection with the Agricul 
in terms of both short—term r 


one of the recent 
with the discussed 


is to 
• that 


be reviewed this week by the board 


H.E. said that he had pn 
for the purchase program 
over the details, etc. 


.t he was doing 
to sponsor leg 
\ hoped the boa 


at ion to se 
of the bank 


forward to the 
of the bank. He 
nd on the matter, 
e 3 million dinars 


LR as appropriately and delicately as he could made the 





once the money- had been allocated the problem or supervised, or rather the problem 
or credit had been solved. Actually, or course, with 50$ of foreelosures on the 
record ror its current and past loans what la heeded most or all is supervised 
credit so that the borrower can make most use at his money and his greatest chance 
ror survival and so that the Agricultural Bank and the Ministry or Finance can 
operate on a businesslike basis. 

5 . Initiation of Credit at Hawi.ja i LR skirted around this topic a little 
bit (see past conference notes). Fuads for this joint venture or the Miri Sirf 
committee, FAO and TCA are tied up in applications which have not been okayed by 
the Minister. He seems to have some reluctance, and this is justified to a good 
degree, in using the so-called boards or the cooperative society set up by FAO. 
the Ministry or Agriculture has some qualms about this and has taken it up with 
TCA. The supervisor or TCA * s land development division reels, and it is generally 
agreed in TCA, that the use or these groups is better than nothing and can perhaps 
be rairly ejected provided that a definite training program, and even more than 
the training program a sort or an instructional program is laid down ror them and 
derinit© procedures set up within which they must operate. There was brieT and 
not too rinal discussion or this matter. 

6. Joint Fund ; HR indicated that at various times Joint funds between 

Iraq and US have been discussed with certain Iraqi officials. He elaborated a 

bit on their usefulness. He mentioned the possible wider value of an overall 
joint development fund in which all of TCA*s resources for a given fiscal year, 
the sources having to do with supplies, equipment, etc., would be put, and in 
which the Iraq Government would place its own related contributions• Ufc said 
that although TCA had no direct relationships with the Ministry of Finance until 
the recent request for financial experts, TCA felt that the Minister of Finance 9 
as an important cog in the general fiscal and budgetary policy and planning setup 
of the Iraq Government, should be in with both feet on cooperative planning of 
technical assistance. He asked whether at a later date the Minister would not like 

to participate in (1) planning generally the whole of TCA* s contribution for a given 

year to the economic development of Iraq, and (2) the possibility of setting up a 
joint fund which would reflect the contributions of each side separately held. The 
Minister said he would be much interested in discussing this further. 

1 * * . • . • 

7. Issuance on TCA Activitie s in Iraq ; Briefly discussed was the recent 
Issuance by TCA/lraq of the listing of what technicians it had ir. Iraq in March, 
in what fields and in connection with what ministries they are operating and where 
they were headquartered. 



Lewis H. Rohrbaugh 
Conrad H. Haanar 






March 16, 1953 


1* This proposal of J* D* • 
heart©dly, though not quite perhaps 



X would take 







the two words. 
It the Middle 




In the sase form 


X endorse it whol 
as J*D* has described 


"Supervised” and"Credit" out of the naae 







are advisable because "supervised credit" Is not understood in the Middle East 






The bank should make no direct loans to farmers or cooperatives, 
should lend only to Institutions lending to farmers and agricultural coopera¬ 
tives within the countries with which it is able to establish agreements* 

None of the countries would, 1 believe, agree to have any outside financial 
institution of this nature making direct loans within the country* 
more, any outside bank world find itself up against extraordinary difficulties 
collecting loans and because of the competition it would provide 

bitutions* The ogjective of the bank could, X believe, be achieved 
by agreeing to make loans to Central Agricultural Credit Institutions for 

• The agreements written could, in other words, 
provide for loans from the Regional Bank to be made for purposes of lending 
°nly to small farmers upon a Supervised Credit Basis and, on the same lines, ' 
to Agricultural Cooperatives* I believe that TCA/Washington would then 
supply, through the Country Missions or the Agricultural Banks, themselves, 
county or district agricultural credit supervisors to insure, as far as 
possible, the success of the program* Even if the cost of the credit were 
increased to the point at which at least part of the cost of these district 
credit supervisors wbre paid from the proceeds of the loans, the interest 
rate charged the borrowers could still be fair below that which they normally 






Xt looks to me 
excellent method of 


as though this suggestion of J*D* 9 s represents an 










I st ill Teel that it is unwise to attempt this credit project in 
one of the Qadhas unless it includes an appropriate number of American 
credit supervisors to provide the agricultural services upon which the 
success of the project will depend. I don*t think the Iraq Government 
dan be esqpected to provide these people in the beginning* 

We have included a Credit Supervisor in the MSLD Program for 1954, 
by which time Robinson will have had the necessary ground work laid, 
and intend that there be a supervised credit program on each of the 

projects on which we have advisory teams of five men. I fear that' 
this program may make it difficult for me to get a top-notch’Credit’ 
Supervisor for MSLD or to get an insurance fund of sufficient amount. 
We will have a dispersion of effort if we attempt to launch two credit 
projects# 

And, another point——we still won’t have a man in the Agricultural 
Bank, where there is a big job to be done* 



If it is your decision to go ahead with this credit project along 
the'lines proposed, I have nothing else to offer except to suggest 
that a couple of county agents or the equivalent be added to the 
project. 1 J 





American Embassy, TCA, 



Dear Johns 


hl£ 



January 10, 1953 



I was most pleased to have your note of December 29, and I a] 


some 



clearly through what could be done 



writing immediately to tell you that your visit here did 
It focused attention on what, in my estimation* is a neglected area 
of thought and made me take time enough out to think a little more 

most effectively. I gave up 
completely the idea of the discussion group for the time 
though just today, I tried to inaugurate with the new Director General 
of Agriculture a small, discussion group, not on land tenure, but on 

However, I had in the badk of my mind another 
discussion group on land tenure if the group for "dates" proved 
successful* You will understand that land tenure here is not my field, 
but belongs rather to Hancock, and I get into It only through agricultural 









'A 








I provided, in my expanded budget for 1954, for an Agr 
Credit Project to be inaugurated in a demonstration-Qada (County) as 
soon as we can get a man over here. I have discussed the matter, 
not only with Rohrbaugh, but also with Hancock, and I have had an 
initial conversation with Director Zainal of the Agr I cultural 
and got his informal request to submit to him proposals for a project. 
Preferably, the project will be as follows: We will select one Qada 
in which to Inaugurate the program and will bring over here for the 
purpose one Agricultural Credit specialist with experience as a County 
Supervisor for FHA. I presume that the men on your list are beyond 
our reach for such a relatively modest assignment, but I am sure that 
some FHA County Supervisor would be glad of an opportunity to come 
here to begin work of a similar type In this county. We 
to provide a guarantee fund to the Agricultural Bank so that it can 
begin the project without undue fear of loss. Otherwise, our 
patlon will be limited to the provision of this one credit specialist. 
I have put a paragraph into the proposed project agreement calling for 
expanding the program, as experience in the first demonstration Qada 
justifies, and hope the whole project Is approved. 
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Mr. John A. Baker 







Educational & Cooperative Union 
mi 700, Bond Building, 

1404 New York Avenue, N.W., 

Washington 5, D.C• 


We enjoyed your visit 
your 

with great interest the 


here, and X am ; sorry 



coning nor have leisure to 



a 



spend much 
Mr. 

of the 





^ w — 

that X did not know 

• V* % • 0 \ • • 

with you* -i- X rea( 
ozi Farming Around 




the World and thought it 
that the Farm Union has For the human problems in agriculture 



There may be ways in which you can help i 

I asked some help from one 


refer to you later. 

Farm Bureau recently and did hot even get a reply 
that it was with considerable pleasure that X 
from you inviting us to refer to you when the 


ej and X 
of the 
to 
got this 




men in the 




communi cation 
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Loans to Low Income Farmers 


I 



FILE 







Adequate supervised credit for production and intermediate 


Loans to low income 



is of* major importance in a program 


for rural improvement• It is “basic to the establishment of* going 

family operated farms on Mirl Sirf lands and on privately" 
owned lands acquired for subdivision into economy size family 


farms 


Credit is needed for seeds, tools, farm implements, fertiliz¬ 


er, livestock, poultry, necessary 


costs of living, and other basic 


needs including farm home 


taking man and land a 


and other farm structures that arise in 









met to the advantage of the small farmer, he Is forced 


to use such sources 


of credit that have and will exploit both the 


farm family and the land with most destructive effects on program 
for the settling of farmers on lands that are being developed and 
improved largely through public irrigation projects♦ 

Supervised credit ties together credit and education at 


the farm level 


Credit Is extended to each farmer on basis of 


carefully determined productive needs and it is accompanied through- 
out the period of the loan by advise and counsel In the planting 
of crops, tillage practices use of Insecticides, care of 








and In purchase 


In the marketing of farm products 









Thus, supervised credit Is a 


tool of democratic action for the development of the Individual 
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(l) Amending the Law that established the Agricultural 


Bank of Iraq* 

(2) Establishing an agency for extending this type of 



with funds from the Agricultural Bank or from funds made 


available by the Development Ministry* 





• in 






Comments 








supervised credit, it is absolutely necessary that 

a 

such an organization have the spirit and will to func¬ 
tion in a manner essential to the success of the 



III* Steeps in Extension of Credit 




about an 



of this type of credit bys 









Training project credit 


that 





work with the 







with a 







a project area* Understanding, confidence and trust 







<< 



3 


(d) In initial stage make use of pilot project approach* 

Comment * 

* 

Such phases of* training and demonstration as listed should be 
carried on concurrently* It is recognized that the task of* 
training Is difficult, but not Insurmountable and that a 
certain amount of* understanding and training Is absolutely 
essential before extending loans, and that It is a continuing 
process* 

2* Making a loan to a farmer 

(a) Necessary to have an Informal Tinder standing, between the 

supervisor and the borrower, of the purposes of the loan, 

accompanying conditions, repayment arrangements, etc* 

(b) loans should be based on credit worthiness^ size of farm, type 

of fanning production practices, character and ability of 
borrower * 

(c) Amount of loan will depend on credit worthiness In relation 

to developed needs and proceeds of the loan will be released 
as needed. Loans should be disbursed from a Joint controll¬ 
ed account of borrower and supervisor* 

* 

(d) Interest rate to be ^ percent* The rate should not cover 

the costs of supervision. They are a part of an education¬ 
al program and for this reason the cost should be borne as 
a general charge of government, as Is true for extension 


work 


4 




should 




back ou-t of proceeds from 
for purchase of livestock 







over a 




i f 



f i 


11 


ire payments except that proper provision should be made for 




that 







unforeseen family misfortune 








the 





payments in advance of schedule in any amount and at any time 


that he is financially able to do so* 
3* Channels of Extending Loans 


Loans may be exyended directly to individual farmers 



or through coopera 




Liability of Borrowers* 
(a) For individuals 


1* Unlimited Joint liability 



ft 






to the 



• i 



The 


HI* 




and on 


the other hand 







in a 








1* Limited and unlimited* The nature of the problem would 



9 


a te chni que of marks-ting farm produce -through a cooperative 
and thus in fact provide far the degree of security sought 
by unlimited liability* 

Comment t should be the function of some cooperative Societies to 

market for the farmers their products* This would involve 
the establishment of storage facilities and the rendering 


5 


of other services associated with the marketing of fan 
products* Xt is recognized that the existence of such 


cooperatives may be in the future 


In a multipurpose 





cooperative of this type it is important that the records 

% 

and accounts be kept separate for the different functions, 
i«e*, credit, sale of farm 

Ayj||xLtIpurpose cooperative has the advantage of reduc¬ 
ing costs through consolidation of functions, securing an 
adequate volume of business and extending needed services 


to farmers* Thus, there are business and service advantages 
in combining the handling of farm supplies, the marketing 
of farm products and the granting of production credit 
in one local Cooperative Organization* 

Capital Accumulation* 


1 


It is desirable to provide a means by which farmers over a 
period of time may own and control their Cooperative Credit 
System* Therefore, some device should be provided so that 


the farmers will accumulate capital or loan funds 


To 



The amount 





the 









veil be related to the size of the 
















n, might be to include in the interest charge to borrower 

* 

a sufficient margin tor a reserve after paying tor the use of* 
ftinds advanced by the Government* 

Delinquent Doans* 

(a) Doans are delinquent when payment is not made in accordance 


with the loan agreement or as modified by legal deferment 


(b) Foreclosure will follow legal procedure, it is being assumed 

that the interests of the >fcredit System and those of the 













ft ■ 

!• A program of education Is needed to* 

(a) Train administrative staff and regional credit sup e r vi s cars 

(b) Train project credit supervisors that live and work with 

f _ . 

(c) Discuss need, place and t y~pe of supervised credit with 

a representative group of farmers in a project are a* 
Understanding, confidence and trust are necessary among 
farm and Ullage leaders befor^presenting the program to 


all the farmers within a given area# 


(d) 


C 


nts 


2 * Making 


(e) Xn initial stage made use of pilot project approach 


Such phases of training and demonstration as listed 


should be carried on concurrently 


Xt is true that the task of 


training is difficult, but not insurmountable; and that a certain 
amount of under standing and training is absolutely essential be¬ 


lt is also recognized that program plaiw 


ning is a continuing process 


a loan to a farmer 


(a) Necessary to have an informal understanding between the 

supervisor rand the borrower of the purposes of the loan, 
performances by the borrower, accompanying conditions, 
repayment arrangements, etc# binder the present situation 
written plans are believed to be not feasible, but 



.Amount of loan vi 11. depend on credit worthiness in re— 

% — • 

latlon Iso developed needs and proceeds of the loan will 

# ■ • • • • 

be released as needed. Loans should be disbursed from 

Joint; controlled account of borrower and supervisor. 

% 

• * 

Interest rate for loan costs to be 3 percent. The rate 
should not cover costs of supervision. They are part o 

# ^ 9 _ 

educational program and for this reason should be borne 


as a 








sion work. 


>» 





loan fund. 



a.loan for seed , 



food should be paid back out of proceeds from the currei 


crop, while money 
impleme nts s hould 



of livestock 








to their usefulness. 










family 

















(a) 




For individuals * 

9 

Limited liability — liability oT one or several co-signers* 
This type of* liability would need to be explored in 











and 


customs* The sharing of* responsibility for loan obligations 




on the 



hand may 






in a 









the 



(i 





by a 







limited and unlimited liability* 










within a 



area receiving credit severally and Jointly liable for 


r 



total 




2* When the liability is limited, it may be possible to 

• • 

develop a technique of* marketing Term produce through 
a cooperative, and thus in Tact provide the degree oT 



neat* 


• . ♦ • * . * • 

It should be the function or some cooperative societies 


to market Tar the farmers their products 



would involve the 


establishment of storage facilities and the rendering or other ser 


- * 

vices associated with the marketing or farm products 


It is 


cognized that the existence or sueh cooperatives may be in the rut 

■ • ■ - ^ • 

In a multipurpose cooperative or this type it is important that th 

records and accounts be kept separate for the dirferent runetions 

i •© • Jr 

• % • 

A multipurpose cooperative has the advantage or reducing 












it ion or functions^and to 


extend on possibly 


ore satisfactory basis needed services to rarmers 


Thus, there 


are business and' service advantages in combining the handling or 
rarm supplies, the marketing or farm products and the granting or 

production credit in one local cooperative organization* 

• • 1 • 

5* Capital Accumulation* 


1 


It Is desirable to provd.de a me a ns by which rarmers over 




period or time may own and control their cooperative credi* 
system,. Therefore, provision should be made so that farme: 


will accumulate capital or loan funds 


To accomplish this 


objective farmers should be encouraged to make voluntary 


savings which would be available as loan capital 


It may 


also be desirable to require by lav that borrowers purchase 


tock.in the agricultural credit system 


The amount of 

well be related to the size of the 
loan and its length* A still more effective way of ac cornu 





ing capital, so that the farmers may ultimately own their i 
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UNITED STA' 


S GOVE 


MENT 


TO 


Bobert 0. Moncure, Agriculturist 


date: October 2>, 


Ralph XT. Battl 
Economic and 


Battles. Assistant Chief 


Dojalla Project in Iraq. 
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t 


We have reviewed 
Bob in son with mu 
Job in analyzing 
many of its weak: 


the report on the Da 
h interest* It seem 
this project and has 


seems to us 


Project in Iraq, prepared by Mr. 
.8 that Mr. Bob in son has done an 


Prank H. 


His broad approach to the problem is in line 


it is accompanied 
establishment of ; 


. by a broader 
more efficient 


If there are any specific credit 


cannot be sue 
er program of 


with our 
ful in an 


thinking, namely, that an 


increasing farm production and the 


glad to give 


, we shall be glad t 
in the United States 


problems on which Mr. 
ve him the benefit of 


our experience with similar 


7/. 


Dr• Hammer * 

The above comments by Mr. Battles are sent you in duplicate for 
the information of you and Mr* Robinson. We feel sure that 
you and Mr. Robinson will correspond direct with Mr. Battles 
whenever you desire to do so concerning the problems on the 


Dujaila Project in Iraq 


It would be appreciated if you will 
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UNITED STATES GOVERNMENT 


FROM 


SUBJECT: 


Henry Wiens 


Conrad H 


Hai^r^/ If* 






Mill 




COl 

and 'think that 





taken up apart 
and I shall be 


I cannot, 

we should ask that 
Tor Miri Sirf 
from and in addition 

to assist in 


DATE 


The draft has been read by Smith. 
I 



Robinson and 
agree with 







That is a 


March 17, 1954 


Attached Airgram re Supervised - Agricultural Credit Project 







every way I can 




be made 
matter to 




to this Supervised Credit Project 





as will, I am certain, the 
draft translated. X am 
be approved as a step to gi 
Perhaps you should call in 




emphatically with 

of the 
to the 
status and 
Robin son , 





my n 

which is now 
that such a 
security to the 
and myself to 


Ti 
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Attachment: 


As m 
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CHHaramar: rmsb 






-to Iraq 1 s 
Iraq 




Law 




The following are comments on -the proposed changes of -the Agricultural 
Bank 1 s regulation: 

I agree with the principle of a supervised credit program and the 
for such a program in Iraq. 

2. A search of the present basic law of the Agricultural Bank should be 
conducted to determine the need for additional regulations as they now 
exist under this law. 

3. If new regulations are made,they should be comprehensive enough to 
cover as wide a range of low income farmers on family sized units,as 
far as is economically sound, (some of those phases are covered by the 
remarks of Mr. Robinsons and Mr. Johnson’s reports attached hereto). 

4 . Interest rate on loans should not exceed 4 percent. 

5. Ag e limits and farming experience must be liberalized to serve an 
appreciable number of farmers in Iraq. 

6. Ooerating goods loans should be financed over a period of 5 years 
or better; consumer goods loans should be for one year or less. 






HAB:eh 



V. Webs t 
F. H. R 



Johnson, 




Ford 
Econom 



• % 


USOM Iraq 


- * - •*' 
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• •» • > 

« • C - , 













; . 


The thoughts and ideas expressed in this statement are for 

purposes* Other considerations may readily be ad— 
Such a framework of principles should be helpful in con 












m view 
problems that 


1 


of the extent to which farmers are faced with 










for production 

ajor importance 
to the 

Miri Sirf lands 








basic 

arise 





the 


such 
family 
s 

public 



poultry, 

m home and 
and land a going 
advantage of the 

that have 
and the land with destructive 

on lands that 
ent projects* 



in a prograj 
nent of 
and on privately 
size family 



other 










that 



will 






s forced to use 
both the farm 

s for the 
through 








FlL£ 













Credit is extended to each farmer on basis 












fully 

out the period of the loan by advise and counsel in the 
of crops 


at 
of 
through 








• 7 

impl ement s 
Thus, supe. 
development 


and it may well be accompanied by the sale of supplies and 


of livestock 

s 















in the 

a tool of democratic action for the 
of the individual and the stimulation of his. initiative 
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a 








CD Amend the 
Iraq so that the Bank could directly 



the Agricultural 
carry on a 








lilable by the 
either through channels 





of direct control 


to he 
or through 



program of 


(2) Establish an independent agency for extending this type 
of credit, with funds from 









er the type of 
essential that 


organisation established, it is 


in a 
round 


pirit and will to function 

am. It has often been 

• • % • % • • 

d to, a- single Duruose best 


III— A program of education.is needed toi 

• • • . i • 

• • * w . « i # • 

* * • ® % • « • # 

* . • • • * . . % \ 

(a) Train administrative staff and regional credit supervisors. 

0 " * •' 

. n • . . . .•* . ; 4 . • ‘ . . . , - ., - • 

• * • *-••*•*• • . • t . * . • • % •••%•' • < , . . « 

, * • « • • » % • * * * / # • • • / 

Cb) Train project credit supervisors that live and work with 

farmers. . V 

**’.'.*• . , * *•, ••• • I * * *' ' ^ • « 9 « * # • 

a • • . . t . • * . 9 0 

% • ^ * •*%*•*%•••• '+ \ J 

f # ’ ^ J •. f % # # % 4 1 ^ f • 1 - ' ** 

Cc) Discuss need, place and type of supervised credit with a 

representative group of farmers in a project area. 
Understanding, confidence and trust are necessary among 
farm and village leaders before presenting the program to 
all the farmers within a given area. 

• • • * L • # . . 

. • • ^ • # § • % i 

(d) Develop an appreciation or credit responsibility among 

borrower applicants* . 

• • • • • i * - • • • • . • t • ... . • •• . 4 • 

* 

Ce) In initial stage made use of pilot project approach. 



Such phases of training and demonstrationaas listed should be 
carried on concurrently# It is true that the task of training is 
difficult, but not insurmountable; and that a certain amount of 
understanding and training is absolutely essential before extending 
loans* It is also recognized.that program planning is a continuing 
process* ^ 

9 % • • * ’ * _ 

2- Making ailoan to a farmer. 

• . * * * . . « ft •_ 0 0 

• *09 f * • % « f * 

•* . • • • •• • « » , # 

• • • V * 4 • • • m\ • • • • f • . * * 9 0 

Ca) Necessary to have an informal .understanding between the 

supervisor and the borrower of the purposes of the loan, 
performances by the borrower, accompanying conditions, 
repayment arrangements, etc* Under the present situation 
writtennplans are believed to.be not feasible, but supervisors 
should keep a written record of the essential feature of the 
farm plans* 

• _ . . ^ • 

Cb) Loans should be based on credit worthiness— size of farm, 

production practices, character and ability of borrower, 
collateral security* 

* 

Cc) Amount of loan will depend on credit worthiness in relation 

to developed needs and proceeds of the loan will be released 
as needed* Loans should be disbursed from a joint controlled 
account of borrower and supervisor* 


( 1 ) 



• • . ^ < • • • •• 

Cd) Interest rate for loan c^sts to be 3 percent. The rate should 

not cover costs of supervision. They are part of an educational 
program and for this reason should be borne as a general charge 

of government, as is true for extends ion work. 

• * • % ® *• ' * ^ # 

* * % % • * ■ t ' • 

• * • •* % . « • • 

(e) The ■term of the loan should relate directly to the use or the 

loan fund* For instance,, a loan Tor seed, fertilizer or food 

should be paid back out of proceeds, from the current crop, while 

money used for purchase of livestock and farm implements should 

be repaid over a period of time related to their : usefulness • 

- * . . . . » . ’ : . • . > ■ . 

• • • _ • * * 

• • • • . •• *.:••• •* ,• • ? • ^ . 

A , • • « j * % § 

The loan agreement should provide for a regular schedule 
of repayment, except that proper provision should be made! for 
deferred payments that are duly authorized^ as for instance. in 
case of crop failures, unforeseen family misfortunes etc* 

* • * * m 0 m • • • • * • • • 

• 1 2 * * * * * * 9 * # 4 %• * » # ' ' • •*•***»•* 

• .. * • • , % • # # ^ « 

* , *••» . • ' i * 

Furthermore, the borrower should have the right to make 
payments in. advance of schedule in any amount and at .any time 
that he is financially able to make such a payment* 

* * 9 

• • ' *# ••• 

3— Channels of Extending loans* ^ 

* . i # . -. 

• 

Loans may be extended directly to individual farmers follow¬ 
ing prescribed procedures or through cooperative credit shcieties. 
Cooperative societies should be established in a manner in keeping 

with the principles set forth in this statement* 

# • • • 

• B * • « • 

4— Liability of Borrowers* 

• & % • 

(a) For individuels* 

Limited liability — liability of one or several co-signers. 

* • V • t j * • m 

• * a a A* ^ • 

This type of liability would need to be explored in 
relation to the type of loan and established practices and 
customs* The sharing of responsibility for loan obligations 
reduces costs of making and serving small loans; and on the . 
other hand may discourage or bar participation in a credit 
system* This is particularly true where the principle of 
unlimited liability is used by a credit society* 

(b) For Cooperative Credit Societies* 

0 A ® | 

1— Limited and unlimited liability* A program of unlimited 
liability would make all farmers within a designated area . 
receiving credit severally and jointly liable for the total 
loans outstanding* 

• • • * * * • 

2— When the liability.is limited, it may be possible to develop 

a technique of marketing farm produce through a cooperative, 
and thus in fg*~t provide the degree of security sought by 

unlimited liability* 

* . * 

Comment :— 

. • % • * ^ 

• A 

It should be the function of some cooperative societies to market 
for the farmers their products* -This would involve the establishment 
of storage facilities and the rendering of other services associated 
with the marketing of farm products* It is recognized that the 
existence of such cooperatives may be in the future* In a multipurpos 


A multi, pur pose 
through consolidation 
satisfactory.basis ne 
business and service 


hrougjj consolidation of functions, and to extend 
atisfactory .basis needed services to farmers* T 


ge of;re 
d on pos 
Thus, tb 


sibly a more 


of* farm products and the granting 


or 
- or 


5— Capital Accumulation* 

' • .. w \ . • • • •• . - . % • • ’ • - .• • % , ’ . ^ • 

* % ' f « " I • • • •» • _ • mm 9 • % % * _ * ^ • * _ • » « 

- i . .. : ■ ' . ' 

1— It is desirable to provide a means by which rarmers.over a 
period'of time may own and control their cooperative credi 


will accumulate 
objective rarme 
savings whcih w 


ers should 

would be a 

# 

ble to rea 


should : be.; made 
n fundsV , To ac 
courage^to make 


so that, rarmers 


voluntary 
al* It may 


quire by law that borrowers purchase 
al credit system* The amount or sto 


so that 
might be 


the agricultural credit system* The amount or sto 
might well be related to the size or the loan and 
h* A still more errective way or accumulating cap 
he rarmers may ultimately own their credit system, 
to include in the interest charge to borrowers a 
t margin ror a reserve arter paying Tor the use or 


runds advanced by the Government 



(1 ) Loans are delinquent when payment is not made in accordance 

with the loan agreement or as modiried by approved dererment* 

• • Q I * 

(2) Foreclosure will rollow legal procedure, it is being 

assumed that the interest or the credit system and those or 
the borrower will be duly protected* 

■ i * • g i * 

* • _ _ 

* * 

#4 * • " * 1 « 

(3) Land acquired by the Government through roreclosure should 

be sold to qualiried purchasers at a price that is rair and . 
on tfirms in line with the productivity o T the land; and that 
would arford to purchasers an opportunity to enjoy a 
reasonably satisractory standard or living* 
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Supervised credit is conducted through the use of direct loans 


and not through a cooperative society# 


the loan 
in the 








account and is not placed 








held in a 
of the 

• S 













needed for the purchase of food is handed to theborrower 



m m % _ & • • % 

Need for the loan is determined by an 



of the farmers 




equipped £o 
of the farmers 
made with him on the far 





A careful study 
production is 


% V. 
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"£i 



the farmers family for food and especially that 
which can be supplied by cows,, sheep, goats and poultry 

of 

cow to 

s 





and other dairy 


the far 
products 



at-home" 
not have a 





















supply id 
to buy such 


t • • • • # 

Calculations are made to determine the ability of the farmer to 














it will necessary 
through ownership or 
sized” farm# A 11 
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a 










possible throughout the 

things that m 
C 3) have a 

oney borrowed or 


to repay a loan# In order to accomplish these two 

that the farmer have 

, what is 

is one that will Cl) keep the 
family labor busy or ej 

; C2) i 





n 







as 





up a 


it 


aintain or pay for 







sufficient ”<£ash Balance” at the end of the 

that portion of the loan allocated 







A simple^ 
farmer 1 s help 
way of crop 
of the farm 



n 






with the 
do in the 



































developed or 

to show what he agreess or pledges to 
livestock production# This include 
present possessions, his production 
and a budget showing the use df funds 
throughout the year with special emphasis oh the necess 

income to. n 

The farmer-borrower is assisted thoughout the year by an agri 

an who 

with the farmer and through the year teaches him new 

in the low—income 

luch if not more technical help than financial help 
supervisor is thus the adult education teacher for the farmers whom 

es# New and improved methods of lAnd preparation and 
5 the use of better small farm i 

seed can be us^, 

be taught# The supervisor who is 
way continually in contact with the farmers becomes familiar 
with each man's special problems# Being in close touch with the 

work, the supervisor serves in a collection 
capacity when the repayment is due and the farmer is not in 
position to present a ”hard luck” story about his 

inability to make the payment# 



























In the Supervised Credit System, great emphasis is placed on 
planning, budgeting and following a balanced plain of production. 
Mortagages are taken on the farmers chattels$ such as implements 
and livestock but more dependence in securing repayments is placed 
on the supervision element. All farmers applying for loans are 
investigated as to their present indebtedness, their honesty aind 
their agreement to follow and approved plan of farming aind use 
approved techniques. 

The Supervised Credit System has been successfully used with 
low income farmers in the United States since 1935* The administrative 
cost has been accepted as a responsibility of Government to the low 
income farmers who rarely profit from Agricultural Extension Service 
which mostly serves the larger more influential farmers. 

When farmers have paid off all indebtedness and have established 
a net worth in their own name and no longer are in need^jw* the sup¬ 
ervision they are recommended to the Cooperative Credit ^System which 
will supply both short and long term credit for approved purposes. 

The farmer is thus able to make determinations for himself as to 
his desires to belong to a cooperative system which for successful 
outcome requires more than average intelligence and understanding of 
the methods and purposes of cooperation. When a farmer graduates to 
such a condition he is no longer served by the Supervised Credit 
System and it is thus free to accept other needy farmers. 


SUGGESTED CRITERIA 




FOR SUPERVISED AGRICULTURAL CREDIT 

MENT FARMERS 


LOANS TO 



F.H* Robinson 



Eionomis t , USOM 



Cl) Loans are to be made only to farm 
















sized 
the 


• « 0 


following definition or a family sized farm will apply 

. * - • % . ' . • * - - • * • ’ . * . ... • • . • •. • . 

(a> 





• m 



-throughout; 


(b) The farm ; 

of living 


lust 

of 







provide sufficient income to meet 
family 
farm 






the costs 
of liv- 





Cc) The farm income must be sufficient to meet the above 

requirements and leave a sufficient cash balance to meet 










other debt payments and;; leave a small reserve for emergenci 



(2) In adherence to the universally accepted concept of land and 


tenure improvement, loans should 

as without 




own xar 


* 


he limited to 
employment 


farmers who 








C3^ Security of the loan should be guaranteed by the followings— 

Ca) A mortgage on all chattels and growing crops or crops to 

be grown using the proceeds of the loan shall be required, 

^ • 

% % # * * • • v 

(b) A note signed by two fellahin who have sufficient net . 

worth to be equal to the principal of the loan will be 
required. 

(c) The integrity of the borrower-applicant will be 

by the loan supervisor to determine his 



honesty and record of meeting debt payments 


(d) The farmer*s ability to farm 

in the two years 
will be a factor 


shown by 









Ce) A farm and Home Plan 

the farmer 
be a basic require 




simple enough to be 
with him by the 
ent for approval of a 


understood by 





s need for a loan 


an 


the amount needed 


Cf) The farmer—applicant 

will be considered in view of his apparent and calculated 
ability to repay the 



(g) A borrower should be physically able to carry out the 






Note 


As "d" xander 3, a further point of disagreement is the 
term or period of repayment should not be legally limited 
to 3 years but rather to the farmers ability to repay 
within a maximum period of 5 years. 

This Miri Sirf Development Law qualifies as an applicant a 
man otherwise qualifying who is 18 years of age. ^ 

in a survey conducter on the Hamija Proje 

As to age, 2 farmers out of 30/>interviewed were over 50 
years of age; one 60 years and one 72 years. 

The average net worth of Hawija farmers after one year's 
occupancy in a partial crop-failure year was about ID 17/000 
The average value of a farmers posessions was ID 34/000 with 
an average indebtedness of about ID 17/000. These averages 
are exclusive of household goods which were too insignificnt 
in value to give much consideration to. There is no 
furniture and only rugs and bedding with a few cooking 
utensils. 
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in recomniehding a program of Supervised Credit in Iraq with, 
application to. the Miri Sirf Resettlement Progra 
which I suggest come out ^ of my own personal. experience when I 
for the Farm Security Administration as Agricultural Advisor. 
Southern Regions in the period 1936 to 71.9^1 , 
criteria which. I suggest are . the product of ipy 
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Agricultural Training 

19^+ to 1951 • In this 



work 



I spervised through other. Agricultural Training Officiers the, M .0n 
the Farm Training 11 of over 3000 disabled veterans* 
these veterans utilized Supervised Credit .offered by the Far 
Administration (formerly the Farm Security Administration) 
very closely associated with the methods employed in this 
field of work* 
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Term of loan ornrepayment period 
considering the type of goods to 
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The interest rate on the Supervised Loans 
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serving low income farmers* 
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which Iraq is committed to a 
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from Credit 
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C8> Loan funds will be 


released from a Joint-controlled pahk 
as they are needed by. the borrower* Money, 
s for the purchase of food will not be 


provided for in the approved loan application will be made 
by the Joint agrement of the borrower and the supervisor* 
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BY: 

Makram S. Hannoush 
EL* B. & Bar—at—Law, 
London . 

• • 


Pxxrsxxant to the agreement concluded between the Iraq Government and the 
Technical Cooperation Administration of the United States of America in Baghdad 
for carrying out the method of Agri exaltural Advances under Supervision in Iraq, 
the Board of Directors of the Agriexaltural Bank have decided to issue the fol¬ 
lowing instructions: — 


Articl e 1- Definitions : 

1* District means the region or regions selected by* agreement between the 

Bank and the Technical Administration Cooperation* It shall be annoxonced 
in order to carry* oxit the method of Agri cult xiral Advances xander supervision 
for the benefit of small, cultivators who desire to apply* for such advances* 


2* Small Cxalti vat or means a cxxltivator owning agri cult xiral land not exceeding 

400 masharas ( a mashara equals 2500 sq.m.) whether irrigated by* flow or 
by* mechanical pxomp or garden areas not exceeding 20 masharas* Excess over 
these two limits shall! be permitted if it does not exceed 10 donums in the 
exalt ivated land or two donums in the garden areas* 



a* 
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The Committee shall consist of the Bank Representative (the expert 
approved to make advances xxnder supervision at the present time) and 
three* members, one being the elder of the village, such as the sirkal, 
or mayor or some person held in high esteem and respect by the villagers 
to vhom they refer for the regxxlation of their social relations accord¬ 
ing to local practice; the second the Mxxktar (Mayor) of the village 
and the third a prominent, villager with a comprehensive knowledge of 
the condition of the cxxltivators* If the first member, the elderman 
of the village, is also the mayor he shall be replaced by a villager 
of good reputation and holding the same social position as the third 

resident in the 











village. The term for membership shall be for one year, which 
may* be renewed once only for an additional year. 


bw Nomination of persons having the above mentioned qualifications 
shall be made by the administrative authorities, such as the 
Mutassarif or the Qaim—makam, within his area of jurisdiction 
according to the administrative divisions of the country. 

Xf, for. any reason, a vacancy occurs in the Committee it 
shall be filled by a person of as good reputation as that of his 
predecessor on whose account the vacancy arises. The new member 
shall complete his predecessor^ term as from the latter 1 s date 
of appointment. 

c. In accordance with these Instructions no member of the Committee 
shall be entitled to receive an advance under supervision. 

Article 2. 

The section concerned with making advances under supervision, at the 
Head Office, or Branches of the Bank in the liwas where it shall be decided 
to carry out the method of granting loans under supervision, shall explain 
the method orally but fully to the applicants • who come within its area of 
jurisdiction. The Section shall explain to them that whether they will be 
granted an advance at all depends upon their accepting the Bank * s Instruction 
and undertaking to comply with the agricultural program which the Bank T s 
Representative draws up for them for the exploitation of their fields in a 
manner conductive to the improvement and development of agricultural methods, 
and conductive to the increase of production and to the raising of their 
economic and social standards through the Bank 1 s supervision over their 
methods of using the advances granted to them and through managing their 
fields, and gathering their crops and yields and selling the same in order 
to ensure payment of debts due to the Bank or other debts out of the proceeds, 
of their yields in such a way as to ensure a better regulation of their affairs 
in the future. It must be emphasised to them that advances granted to them 
by the Bank are made either in a single payment or in no payments according 
to their agricultural requirements, at a single season or at various seasons 
in compliance with the Committee’s recommendation and with the suggestions of 
the expert authori z ed to make advances under supervision. If they decide to 
apply for advances in this manner after the same having been explained to 
them in detail, their acceptance must be entered in writing on the applica¬ 
tion form. 

Article 3 •' 


The security and the amount of the Advance: 
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or immovable property, according to the details of Article No.lO of 
the Agricultural Bank Regulation No*40 of 1947* 

• A ^ * 

• 9 m 

2. A sum not exceeding 500 dinars may be advanced to a small cultivator 

for a term not exceeding five years. The advance shall be paid either 
in one instalment or in successive instalments as explained in para (6) 
of Article 4 of these Instructions. 

3. Percentages in respect of security provided under Article 13* (a) and 

(b) of the Agricultural Bank Regulation No.40 of 1947 shall be observed 
in fixing the amounts to be advanced to cultivators. 

4 • % | t A . 

Article 4 * 

Procedure for the transactions and the duties of the Committeet 

1. The Section for Advances under supervision at the Head Office shall be 

competent to deal with transactions for making advances, which shall 
be carried out in the above manner, and the same procedure shall be 
followed as is in use at the present time for drawing up the form of 
an application for an advance, and the declarations contained in the 
application itself, with the exception of the declaration forms made 
by the administrative authorities, since the Committee shall represent 
the administrative .authority in inspecting the position, reputation and 
the requirements of the applicant and whether he has agricultural objects, 
and whether he is carrying out his agricultural affairs directly or through 
"feUaheeen” (peasants), and the extent of the fellaheen f s relation with 
him as far as the rights and the private duties of each party are con¬ 
cerned, under the contract concluded between them or according to local 
practice. 

These declarations shall be written on a special form which shall 
be drawn up for this purpose and sent together with the other papers. 

• • 

The Branches of the Bank; in the other liwas where it will be 
decided to adopt this method of making advances under supervision, 
shall regulate the documents of the transactions according to the 
above-mentioned rules. 

, ✓ 

2. The Documents of the transaction^ after being drawn up, shall be re¬ 
ferred to the person appointed by the Bank as representative, who shall 
hold a meeting of the Committee and the local Tapu Officer on the date 
fixed by him for the purpose of making investigations concerning the 
applicant for the advance according to the details mentioned in the 
above paragraph. If the investigation reveals that the applicant really 
needs the advance requested, the Committee shall inspect the 
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If the procedure of the transaction is carried 
the documents of the transaction shall be sent 
examined and checked by the Section for making 
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outline of the transaction containing the natu 
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according to the seasons, the value of its ass 
objects which were ascertained by the Committe 
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these objects, and the manner of the applicant 
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Only the amount rec 
paid out, and the r 
special account for 
for borrowers under 
shall be charged on 


recommended to be advanced 


b. 


The borrower may withdraw the amount 
for iy Liabilitie s for borrowers under 
payment or in successive payments du 
he makes an application for that pur 
in detail and the expert delegated f 


anced by the • Committee si 
entered for the"borrower 
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sum for the 
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6 months , provi ded 


advances under supervi 
, for this purpose, a 
shall be recovered on 


every amount 
the remaining 


paid to him out of the above account in this way 
6 months and that as from the date of payment* 


The amount of the advance shall be limited by the total of all the 
amounts paid to the borrower from the amount of the advances granted 
to him for the 6 months period in accordance with, the paragraphs (a) 
and (b) supra. He shall be asked to repay the interest.on the amount 
of the.advance for a further period of 6 months in order to complete 
the benefit of the advance for the first year. The borrower shall 
forefit his right to withdraw what remains to his credit in the above 
mentioned account, after the expiry of the said term. 'What remains 
to him then shall be registered in his favour as credit on the accoun 
of the advance. 


erm. "What remains 
credit on the account 


Article 5• 
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Improvement of Agriculture and the development of its methods. 

% 

The principal objects of the method for making advances under 

are to ensure diversification in agricultural fields and the development of 

• . • 

its methods by using modern means such as agricultural machinery, c 
manure, and raising the economic and social standards of the applic 
order to achieve the se objects the Bank may supervise the manner in 
borrowers vise the advances granted to them, the management of their 
the gathering of their crops and the sale thereof guaranteeing the 
of the debt of the Bank, and other debts out of the proceeds of the 
yields in such a way as to ensure regulating their affairs in the f 
the same time, the Bank shall not hesitate to guide the cultivators 
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which the borrower desires to buy "shall be paid out from the amount 
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Arti cle 6• 


The rules or the Agricultural Bank and the Regulations issued there¬ 
under shall be observed in all questions left undiscussed in these Regulations 
or left without detailed explanation* 


Attachment No.2 


AGRICULTURAL BANK REGULATION 

No. of 1954 


In accordance with Article 23 (as amended) of the Constitutional Law and 

Article 7 of the Law for the Creation of an Agricultural Bank No.IS of 1940, and 
by virtue of the powers vested in us and pursuant to the proposal of the Ministry 
of Finance and with the approval of the Council of Ministers, we, hereby, order the 
promulgation of the following regulation on behalf of His Royal Highness. 

Article 1. 
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the efficiency and 
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b. Applicants must have reached -their'21st; birthday and must 
' not have passed their 55th birthday at the time the loan 

agreement is consumated. / 

% • 

c. Each applicant must be a member of a household having good 

standing in a recognized village or community and must give 
formal assurance of his intention to continue in his occupation 
as a cultivator of the land * 

d. Applicants -who are accepted members of Miri Sirf settlement 

projects under Law 43 of 1951 for the Development and culti¬ 
vation of Miri Sirf land, shall be eligible for Supervised 
cultivators loans provided they meet requirements as set forth 
in subparagraphs a, b, and c of this article. 



Supervised cultivators loans may be made by the Bank only in areas where 
field offices have been established and an adequate staff provided for the 
supervision of such loans. The area Supervisor shall, furthermore, only make 
loans to eligible Fellaheen households who — 

a. Accept and agree to follow a plan or program of cultivation 

based upon improved practices and leading toward higher and 
more efficient production. 

b. Accept and agree to follow a loan repayment plan having the 

approval of the loan Committee hereinafter provided. 

c. Accept and agree to follow a home plan directed toward the 

provision of a higher standard of comfort and much improved 
diets for the household. 


Article 4 
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made loans for a mm of ID.400 and ID.500, respectively. Loans for more . 

than a maximum of ID .500 shall not be made. 


Article 5* 

• . . •* * ^, * * ... «•* *- 

Before supervised cultivators* loans may be made in any area, the Board 

shall: — 

. • 

. 

# 

a. Officially designate such area as territory eligible for the 

making of such loans, and 

b. Require the establishment of one or more loan committee for 

such areas. 


Provided, further that the appropriate Mudir Nahiya shall be exofficio 
member of al l such loan committees and shall assist the Board in the selection 
of other members. Loan Committees shall consist of the Mudir Nahiya and not 
more than three additional members chosen from village or communities -within 
the area to be served. Members of these committees, other than the Mudir 
Nahiya, shall be appointed for periods of one to three years at the discretion 
of the Board. The functions and responsibilities of the Loan Committees shall 
be to review each loan application to determine (a) the eligibility for a loan 
of the applying applicant and household, and (b) the size of loan that may be 
made to each applicant. Provided also that no supervised cultivators* loan may 

be made unless it has the prior approval of the appropriate loan committee. 

•• 

Article 6. 

Supervised cultivator loans sh^ll be for three yeqrs from the date of the 
beginning of the contract and shall "be renewable for a further three years at 
the discretion of the Board and with the approval of the Loan Committee and 
area supervisor. Provided, further that additional renewals for appropriate 
periods may be granted by the Board upon the recommendation of the Loan Com¬ 
mittee and Supervisor. 


The rate of interest charged on cultivators * loans shall be 6 per cent 
provided, however, that the Bank may require an appropriate application fee 
and make a small charge, not to exceed 1.5 per cent of the loan, for appraisal 
in cases for which loans are approved. 

Article S. 

The chief basis for making supervised cultivators* loans shall be the 
character, integrity and work capacity of the prospective borrower but no 
household shall be eligible for a loan unless an appraisal of the supervisor 


FOA*BlVlA <12-53) W/O HECTO 
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livestock, and household furniture 




establishes that it owns and 
Implements, tools, work stock, vw«., 
valued at not less than ID.20. Provided, further, that the Board shall requir 
the pledging under an appropriate mortgage, of all property of the borrowing 

household as s 






. -• 


Article 9 


Steps to. be taken by the Bank in. case of default of 







on a 

for other loans by the bank and 
Agricultural Bank Regulations No 








set forth 

40 of 1947 


in Articles 26, 27, and 2& of the 




SECURITY CLASSIFICATION 

UNCLASSIFIED 


FOA-5T-1A (12-53) W/O HECTO 





TO 

FROM 

SUBJECT 


10 , 1954 


Mr. Abdul 
Agricultural 


Al-Oabbagh, General Manager 




j 


General Observations and icoflonandatlana in Regard to the 
Fr opoee d Supervised Agricultural Credit Pro ran for Iraq* 


FILE COP'. 

The purpoee of thla amtaorandisa Is to formulate, in a g e ner al way, what 
Supervised Agricultural Credit Is, Its purpose, benefits to be derived, and 
a method under Wiich it can be adminletered* It la thought that thla approach 
would serve ae a beginning to make available, to officials in the various 
institutions involved In the admin iat rati on of the pro-rua, the overall poll dare 
of the program* It is to be understood that the details under tAiich the program 
will f unction and attain!stored will be developed as required vfcilo the work le 
progressing * 

The subject natter presented is based on th<* experience gained by technician 
working with and observing similar programs in other countries and from infor¬ 
mation obtained from poo pie having -Jsany years of experience and success in 
agricultural credit work. 


After you have studied the contents of thi* memorandum you perhaps will 
present it to others for study and suggestions for alteration and/or revisLon 
to avoid any conflict with existing policies and regulations governing the 
operation of the Agricultural Bank* 



It is a new kind of credit for family-type farm operators who do not have 
assets sufficient to obtain loans from commercial banks and other conventional 
type lenders, but who, if they had good credit resources, could do a good Job 
of faming. It is based on so rod farm and home plans and technical guidance 
in putting these plans into operation* A program of Supervised Agricultural 
Credit will involve extension of loans to low Income farmers who have possible 
lities for improving their farms and farm practices under the Intelligent guidance 
of supervisors to be employed and trained by tl»c Agricultural Bank* Supervised 
credit involves an educational pro ram among carefully selected farmers on 
Improved farm practices but by having the power of credit associated with such 
a program the farmers will obtain the resources necessary for farm development 
and improvement* It should be emphasised that a program of supervised credit 
among low income farmers cannot be expected to be entirely self—supporting. 

It must be subsidised by the Government but in the long run such subsidy should 
be raore than Justified b the improvement in the welfares of a large group of 
farmers, by an increase in their financial resource, and increased national 



income. It la impossible to estimate tbo wnnt of subsidy raquirad 
Government should bo prepared to pay the salary and travel expenses 
—plojs— working directly with the program* It Is possible and 
that the interest obtained on the loans made under the progran will 
cost of obtaining the loan finds and l o e ses sustained on individual 
the credit is granted on a proper basis and the loans supervised in 
end business like manner by mo who understand practloel farm operations 

money landing policies and 


but th 
of the 
t likely 
cover the 

. if 



an intelligent 




II 



A# 


fijjr the Board of Director* of the Agricultural Sank as established by 
existing laws, subject to subsequent amendments, to perform but not 
limited to the duties and functions as follows!- 


( 1 ) 


( 2 ) 


( 3 ) 


( 4 ) 


( 5 ) 


( 6 ) 


( 3 ) 


( 9 ) 


To prepare the Annual Budget required for the operation of the 
program and present sane for approval to the appropriate officials 
of the Government for approval* 

To adopt all measures and reach determinations necessary to insure 
the smooth operation of the program* 

To establish and put into practices domed necessary and convenient 
for the operation of the program in compliance with existing and 
subsequent amendments thereto ^oveminq the operation of the Bank* 

To select, appoint and dismiss the personnel working with the 
Supervised Credit Program* 




To approve, refuse or renew loans requested, which may 
cooipanied by the report of the Area Supervisor* 


To adopt the necessary farms and procedures ro<«uired for the 
operation of the program* 


( 7 ) T 


ro designate such 
tural Credit loans 


or areas within vhich Supervised Agrlcul 
to be made* 


To appoint the members of an advisor;/ committee within the designated 
loan area or areas to work with the Area Supervisor as required* 

To establish or reconraand for approval the establishment of a 
special division in the Agricultural Bank which shall have charge 
of and be responsible for all operations of the Supervised Credit 



B. qy the Supervised Credit Division (or some other appropriate name to be 
designated later) to have charge and be responsible for the operations 
of the program Including but not limited to duties and functions as 
follows!- 









com tries of ths world where the sane problem is to be found, affecting a large 
mass of small farnsers, which forms the majority of the rural population, g o vern* 
Rents are applying to the solution of this problem programs of a special type of 
farm credit, which it showing excellent results and is gradually but surely 
changing the eoonocaic outlook of these countries, bringing a much better standard 
of living to the people in need* This typo of credit and educational programs 
attack the problem as a whole to provide adequate solutions tfiich not only en¬ 
able the small farmers to procure the necessary material elements for agricul¬ 
tural production but also adequate training for their wives and children, and 
have as an objective the introduction of farm practices that will enable fans 
families to reconstruct their homes on a sound and prosperous basis, which is 
the foundation for progress of a nation* In this country, in order to free the 
email farmers from the state of insecurity in ich they live, it is considered 
advisable to establish a supervised credit program especially adopted to the 
existing situation, to enable small farmers tc increase production of the basic 
crops, improve their financial situation and xL*sdly living standards, where such 
expansion has been impossible up to the present tl^, due to lack of sufficient 
land, seeds, agricultural implements, livestock and other essential needs of 
the home and the farm, and also through the lack of basic knowledge and ability 
required for the proper application of improved production methods* 

% 

V 

The objectives of this program, through the extension of credit and supervi¬ 
sion, is to enable low income farmers to become ostxbliahod successfully in a 
sound, well balanced system of farming in order to make full use of their land 
and labor resources* Loans to bo made un-iox* this program should be made for 
the purpose of assisting eligible applicants: 

(a) whose primary needs are credit ana gui iar.co in making adjustments 

and improvements necessary for successful farm and hone operations 
on carefully selected farms, 

(b) who have or can acquire, with trie assistance of the Agricultural 

Bank, trio necessary land and la box* resources for m&kjyig such 
adjustments and improvements, 

(c ) who have or through proper guidance can develop the abilities 

needed to carry out successful farm and home operations, and 

(d) who (tave reasonable prospects of repaying their loans within the 

scheduled period and of operating within a reasonable period with¬ 
out further assistance frora the Agricultural Bank* 

IV* Who i s eligible for d. C* Ls * 

As a safeguard to the success of this progr-aa extreme care should be given 
to the selection or acceptance of applicants. Suggested criteria for the selectio 
of applicants follows*— 

(1) He must be of Iraqi nationality* 
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Tills is a supplement; -to my memorandum to you dated December* 8, 1954 
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Xn view of the above it is recommended that official authorization 
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expected to produce 
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Also it is requested that the special conditions under which 

will be as follows: 
ers to pay current 
within one year and 
be repaid within five (5) years 


1) Loan funds used by the bor 




















2) Interest rate* such 
on the unpaid 


loans shall be five (5) percent per annuj 













program will be 
by the farm- and 
less than fifteen 
(250) 
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*>y 

plan, but 
(15) ID. or 






the amount 
in no case 
more than two 
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CSEUCULTURAL CHS 


Hi 


% 



or Iraq are not only illiterate scientifically, they are 
ll.lltera.te with respect to the uses and management or credits The objective 
or the Supervised Farm Credit Project Is on—the—job training* on how to use 
credit* Tor operating farmers who wish and appear capable or handling bo rrow ed 
money* The objective for 1954 Is to get a project going In this important 
field and a draft project arrangement was submitted to the Agricultural Bank 
and the Ministry or Finance on July 3* 1953* The summer doldrums* the need 
to translate and present the proposal to the Board or the Agricultural Bank* 
and the need to consult the Minister of Finance who has been out of town, 
much of the time has so far delayed formal approval of the projeetfsfc%ha?t 


There have been a considerable number of conferences with Iraqi officials 
to explain the nature and purposes of Supervised Farm Credit and a draft 
project arrangement has been prepared and submitted after approval by the 
Agricultural Bank to the Foreign Office for formal concurrence* 



The project* when It gets under way* will be Inaugurated under the super¬ 
vision of the Agricultural Bank* which is responsible directly to the Ministry 


of Finance 


This bank does* in theory* a broad farm lending business* and 


the statute under which it operates gives it co m pr ehensive lending powers* 

In actual operation* however* the bank does little or no business with small 


r 


The Bank has* therefore 


no force for reform In Xraq and has 


not used its 


to assist small farmers up the ladder to farm ownership 


A single U«S* farm credit supervisor will* on his arrival* be given 
tvs Iraqi assistants* an appropriate loan fund and told to go to work In 
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OOTnSKNUKNT OF IRAQ, 

MINISTRY Of FORK ION AFFAIRS 

A JL-MUSBA • A DAT AL FANNIYa (Technical Assistance Department) 


Mussa» adat/76A/345/#00/29795 
Baghdad , November 18, 1954 


The Ministry or Foreign Affairs presents 
Its compliments to the American Embassy in Baghdad 


and lies the honor to state that pur 


the 


Agreement reached between the Agricultural Bank of 

f 

Iraq and the United States Foreign Operations Ad¬ 
ministration in Iraq on tike implementation of the 
•Advance Under Supervision Project* in Iraq, the said 
Administration has assigned Mr. Darner on to supervise 
the application of the said project. Mr. uaaeron as¬ 
sumed his duties on August 16, 1954* 

The esteemed Kxabassy is requested icindly to 
mediate with the Foreign Operations Administration 
In Iraq with a view to implementing one of the 
provisions of the agreement covering the allocation 
of $£4,000 for the purchase of special cm chine ry. 


equipment and automobiles to be 


under the 


supervision of the expert for use On hi3 trips, in 


accordance with the IZiabassy* 


letter of January 21, 


1954 addressed to the said Bank. 

The Ministry will be grateful if the United 
States Fore ign Operations will inform the Ministry 
of all the developments that may be reached by the 
project; and also requests this Administration that 


all communloations with the appropriate Iraqi author 
itisa b© made through this Ministry, pursuant to the 


the Ministry* s Note No• Wussa*adat/764/345/400 or 


January 2), 1954 in order to enable the Ministry 


to supervise the progre 




or communications and to 


accomplish, them at the earliest opportunity. 

The Ministry avails itseir or this opportunity 
to express the assurances or its highest consideratio] 
and respect. 



The hraerican Embassy 

a gild ad • 
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AGRICULTURAL BANK REGULATION 

* # • • 




2a accordance with Article 23 (as amended) of the Constitutional Lav 

* 

and Article 7 of the Law for the Creation of an Agricultural Bank No* IS 
of 1940* and by virtue of the powers vested in us and pursuant to the 
proposal of the Ministry of Finance and with the approval of the Council of 
Ministers* we, hereby* order the promulgation of the following regulation 
on behalf of His Royal Highness* 

Article 1* The Board shall establish a Branch of the B a nk for the 


making of supervised loans for the improvement of cultivation by sma l l 



The loans made by such Board shall be called* Supervised Cultivator 1 a 


loans and shall be made for the purpose of increasing food production and 


for improving the efficiency and incomes of the borrowers 


The making of 


Supervised Cultivator* s loans may be inaugurated as of the date of the 


publication of this regulation in the Official Gazette 


Article 2* The following rules shall be followed by the bank in 


lining who may receive supervised cultivator's loans 


a 


Applicants must be of Iraqi nationality and members of 


households having had at least five years* experience 


in the cultivation of land 


b* Applicants must have reached their 21st birthday and 




\ 




V 




,2V 


must not have passed their 55th birthday at the time 
the loan agreement is consumated* 
e* Each applicant must be a member of a household having 
good standing in a recognized village or community and 
must give formal assurance of his intention to continue 
in his occupation as a cultivator of the land* 


d« Applicants vho are aeeepted aeabers of Htrl Sir IT 

settlement projects under Law 43 of 1951 for the De velop— 

i * # * ^ • 

meat and cultivation or Mlrl Slrf Land, shall be eligible 

* 

for Supervised cultivators loans provided they meet 

requirements as set forth In subparagr^) hs a, b, and o 

% 

of tht^artlcle* 


Article 


Supervised cultivators loans may be made by the Bank 


only In areas where field offices have been established and an adequate 
staff provided for the supervision of such loans* The area Supervisor 
shall, furthermore, only make loans to eligible Fellahln households who 

a* Accept and agree to follow a plan or program of 

/ 

/ / 

cultivation based upon improved practices and leading 
toward higher and more efficient production* 
b* Accept and agree to follow a loan repayment plan 

having the approval of the Loan Committee^ ^ 


c 


Accept and agree to follow a home plan directed toward 
the provision of a higher standard of comfort and much 


i mpr oved diets for the household* 

Article 4 * The Bank shall limit supervised cultivators loans to a 
maximum of XD 100 for a first loan; provided, however, that a borrower 


who shall have satisfactorily and successfully repaid 


first loan shall 


be eligible for a second loan of the same type and such loan 
the approval of the Supervisor, be for a maximum of ID 200* 


y, with 


Provided 


also that & third loan with a maximum of XD 300 may be made to borrowers 


of ID UOO and XD 500, re spectively. Loans for more 'than a maximum of 


ID 500 shall not be made 



Before supervised cultivator* s loans may be made in any 


area, the Board shallt 


a 



designate such area as territory eligible 


for the making of sueh loans and, 
b« Require the establishment of one or more loan committees 


for such areas 






that tlfe^Kudir Nahiya shall be exofficio n 

#1 

of all such loan committees and shall assist the Board in the selection of 


other members 


Loan Committees shall consist of the Mudir Nahiya and 


not more than three additional members chosen from villages or coxnmanltles 


'within the area to be served 


Members of these committees, other than the 


Mudir Nahiya, shall be appointed for periods of one to three years at the 


discretion of the Board 


The functions and responsibilities of the Loan 


9 

Committees shall be to review each loan application to determine (a) the 

I 

• 9 

eligibility for a loan of the applying applicant and household, and (b) the 


size of loan that may be made to each applicant 


Provided also that no 


Supervised Cultivator*s loan may be made unless it has the prior approval 

• * * 

of the appropriate loan committee* 

Article 6 * Supervised Cultivator loans shall be for three years from 

« * 

4 • 

« 

™ % 

the date of the beginning of the contract and shall be renewable for a 

/ i 

* 

further three years at the discretion of the Board and with the approval 


of the Loan Committee and area supervisor 


Provided, further that addltio: 




\ 



may be granted by the Board upon the 


• « 

recommendation of the Loan Committee and Supervisor 






on eoltlvator v s loans shall 


% j ^ 

The rate of interest larged 

•. . • ' ' . p-;*.' • 

• * • . v 

• * • i . • 

• t • • • • 

bo 6 per eent provided, however, that the Bank 

f , • . • ! m • « 

# •• 1 

• e % 

application fee and cake a small charge, not to exceed 1*5 per cent of the 

• • t • % • 

% f • * * 

loan, for appraisal in cases for which loans are approved* 

• i • • • • 

• % 

• v ' • • 

Article & . The chief basis for making supervised cultivator 9 s loans 

♦ / 

shall be the character, integrity and work capacity of the prospective 


9 V 

b o rr o wer but no household shall be eligible fbr a loan unless an appraisal 


of the supervisor establishes that it owns and controls property either 
in land, or In farm Implements, tools, work stock, livestock, and household 


furniture and equipment valued at not leas than ID 20, 


Provided, further. 


that the 



shall 



the 







of all property of the borrowing household as security for its loan* 

• • • • 

Article 9« Steps to be taken by the Bank in case of default of 
either interest or principal payments on a Supervised Cultivator 9 s loan 


shall be as prescribed for other loans by the bank and as set forth in 
Articles 26, 27, and 2S of the Agricultural Bank Regulations No. AO of 

1947. 








Main 
Baghdad 



Bank or Iraq 
(Administration) 


No. 13361 
tiate 22/8/1954 


To: 


Ministry of Finance 


file 




i 


r - 


Subject 


Under -Supervision Advance*Project 




^ A 


C"-. 


Reference is made to our letter No.1015 dated 14/1/1954 addressed to the Ministry 





with 




copy to you and the Ministry of Foreign Affairs note No. 




Musa*adat/764/345/400 dated 22/1/1954 addressed to the United States Embassy in 


Baghdad with copy to you and copy to us concerning the implementation of the under— 


supervision advance method in Iraq as an experiment in accordance with the arrangements 


agreed upon between the Bank and the Technical Cooperation Administration and under the 


supervision of an American expert to be recruited by said Administration for this purpose 


We would like to inform you that the U.S* Technical Cooperation Administration ha£ 



recruited Mr. Sam. Dameron, an American Bi c pcrt 



that we have provided him with a 


suitable office in this building. He has begun work with effect from Monday the l6th 


August 1954 and iB now busy studying the organization*and regulations of the Bank and 



Abdul Wahab Al—Dabagh 
Director General and 


Chairman of the Board 


Copy: 


Ministry or Foreign Affairs, for information 


Technial Cooperation Administration 
c/o. American Qnbassy, Baghdad, for information 
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STATION 


Ministry of Development 
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C, 


No. 4313 
July 15, 1954 


To 


Chief,of* Group, Technical Cooperation Administration 


Subject : Supervised Credit for Iraq 


Reference to your letter No. 


FILE 


COP 



dated July 12, 1954 


addressed to the Ministry of Economics and copy to us. 

You, no doubt, know that the Chief of the Central Committee 
represents the MSLD committee and its activities with all other 
departments. The direct contact with other departments may cause 
loss in effort and in the attainment of objectives sought by both 


V- 


parties or might cause a considerable delay. As this Committee regrets 
the unability to confirm this request, we shall be glad if you submit 
your proposals in the future directly to this Committee and we shall 
be ready and willing to support all proposals which lead to the 
improvement of economic and agricultural conditions and raise the 
standard of the investors. 
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CH 





Hass an Mohammed Ali 
Chief, Central Co 


Mill 



c .c 


Ministry of Development, Reference to the letter answered above 


Ministry of Economics, for Information 


Mr. Henry Wiens, Director, Foint Four in Iraq 
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Hr. Philip , W. 

Mi n ion 
Gilbert E . La 


Irtlud, Deputy Chief of 


Fob. 16, 1954. 
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One Arabic copy of the now land tax law 
was obtained this aorning - February 16, 1954* 
It is 23 pages long. 


• w 


Wo plan to make a digest within the next 
two days and a translation Within 2 woeks, or 
loss if possible. Copies will bo distributed 
when ready. 
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Dr. Henry Wiens 
Mr. Conrad Haaa 
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INSTRUCTIONS CONCERNING THE AGRICULTURAL ADVANCE UNDER 


THE SUPERVISION 


UJ\y^ " 


A cc crd-ing to the arreement 


fcu 


. • 


fl JL . 


aq 


eminent and 


S 


the agricultural advance under the supervision In Iraq, the hank f s administrative 


council decided in its meeting 


tions and to do according to them 



held in / /L95 to issue these ins true— 



1. 


fvle 





Is the province or provinces which are chosen according to 


the agreement between the bank and FOA and announced about It for the purpose of* 
applying the method of* agricultural advance under the supervision on small farm 
ownerships who wish to have advance* 


X:- 

A • . 

/ \ • 

\ w 


2 . 



He Is the one who owns agricultural lands not more 


'V. 

r < : 


_ - * 

than ( 4 .OO) mishara, whether It was flooded or irrigated by means or owing gardens 
their areas not mare than (20) mlsharas. The excess of these two limits Is excused 

\ 

If It was less than ten donums in the agricultural lands and two donums in the gardens* 


3. 


VI 


unde: 


(a) The committee that is formed from the bank 1 s representative(the x 



expert delegate far advance under supervision at the present time ) and three members 
one of them Is the chief of the village as the Sirqal or the selected one or the 
one who the members of the village go to so as to organize their social communica— 
tlon according to the local definition. The second Is the selected man of the 
village (Hikhtar),the thirds is a distinguished member of the village who has 


% 

AT <> 


* 


. r 


a wide knowledge about the farmers 


If the first memfeta* (chief of the village) 


was the selected one (the Mukhtar) the one that replaces him In membership Is that 

who owns the same qualifications as the third member from the point of view of his 

situation and his social position among the members of the village. All members 
In general should be from the inhabitant of the vllla S e and membership period 




should be one year, it; could be extended another year. 

The nomination of* those who own the province membership qualifications is 
accompli shed by the administrative legislation as mnxtasarrif or Qairaaqam each one 


according to hi 




peclalization concerning the village section according to\ the 


administrative divisions. 

(b) . If the membership of one of the members committee was vacant for 

V 

\ 

% 

* 

any reason anbther individual who owns the same qualifications is appointed, and 

\ 

\ % 

\ 

the new member will accomplish the period of the previous one starting from the 
date of his appointment. 

(c) The member of the committee is deprived from the right of advance 
under the supervison only according to these instructions• 


Artie 


The branch of advance under supervision in the general center and in the 
bank f s branches in the llwas in which the method of advance under supervision 
is applied is to explain this method orally to those who ask for advance and or 


submitted to it 


The explanation should be fully accomplished and make them under 


fetand that their advance depend on their acceptance of the bank 1 s advices and their 
obligation in following the agricultural program which its representative suggests 
it to them so as to cultivate their agricultural fields in a way that leads to agri 


cultural improvement, development of its methods, increasing- of 


oduct and raising 









That could be accomplished by being supervised 


in concern of how these advances which given to them are epent, how their farms 
are directed, the collection and selling of products and to secure to pay the debt 
of the bank and their other debts from the costs of those products in a way that 
secures the organization of their affairs in the future, and to make clear to them 
that these advance which the bank decides for them are given either in one p>ayment 



bnxtboae qo V*JXTJT©9 
put. down in the 


eng pe qq Leaps pqa eSLjcuT-p/TLej ox^sgLe qjLecfjA cel. .ppLonKp 







affairs directly or through 

% 

1. Guarantee of* advances given according to (advance under supervision) 
is either transferred or not transferred properties according to the details in 
article (10) of the bank f s regulation No. (40) for the year 194V. 


2. The advance that is given to the 
dinars for a period of five maximum years. 


c«U 


all land owner does not exceed (500) 


The advance is spent either in one pay¬ 


ment or in successive payments as it is clarified in para. (6) of Article XV of 
these instructions. 

3. The proportional percentages which their definitions are in pro. (A and B) 
of Article 13 of the bank*s regulation No.. (40), 1947 of the guarantee value in 
specifying the amount of advance to the farmers. 




1. The branch of advance tinder supervision in the general center is to be 
an authority in organizing the advances dealing which are accomplished according 


to this method 


The regulations that are followed are the same which are used at 


the present time in organizing the application form for advance and the informations 
which the same application form contains exclusing the instructions of the admi¬ 
nistrative application form. The committee is substituted for the administrative 


legislation in the. inquiries concerning the one who is asking for the advance* 
his reputation and his need for the requested advance and whether the agricultural 

purpose is fulfilled and he directs his agricultural affairs directly or through 

% 

the fellahins, and the scope of relation between him and the fellahins in concern 

9 

of rights and duties eoncerning both sides| whether that is done according to 






In a special form organized Tor -this purpose and attached to the other papers# 

But the other livas in which this method of* advance is decided to be applied in 

A 

each liwa the branches of* the bank are the authority to organize the dealing papers 

^ . 

according to the form illustrated above# 

9 

% 

2# The dealing papers after being organized are transferred to the one whom 
the bank appoints to represent it, so as together all the members of the special 
committee and the local (top officers) during the time that he appoints for the 
purpose of inquiring about the demander of the advance according to the details 
that the previous para# contained# If after the inquiries appeared that the demander of 
the advance is in a real need for it, the committee has to examine the assurance and 
evaluate its price by the participation of the bank*s representative and the (top 
officer) and to register the results of the investigation and the evaluation in 
the special application form and the advice concerning the amount of advance which 

9 

the committee suggests to be given/o the demander of the advance for his immediate 
and future agricultural purposes# 

For condensing the forms of the dealing so as to make it easy to the demands 


of the 






his ansers about the questions which appear in the form concerning the assurance 


and whether there are handicaps that prevent its being insured by the tank. 


3# It is taken from the demander of the advance a limited fare, its amount* 

As (2/000) two dinars so as to be distributed on the members of the committee and 
the (top officer) in equal proportions excluding the bank*s representative (whether 
he was the inspector of the advance or the expert of advance under supervision) • 

The demander of the advance has no right to take back this fare, whether the 
committee advised that he should be given the advance as whole or as parts or did not 
advise# He is supposed also to prepare a round trip means of transport at ion for 
the members to the place of assurance as it is followed in the other dealings# 


4* If “the dealing was accomplished according to what, was staled above It 


Is given to the general 


under s 




rvision and offered 


center to be 
rare .pp© 

fered to the 


4ft d 


director general with a satisfactory* conclusion 


# 

about it includes the kind of assurance, the nature of its soll^ the irrigation way^ 

% 

its liability* for plantation according to the seasons, the price that was evaluated, 


its liability* for 

(h) Th?bor 
tthe agricultural 


i^oses vhlc? 1 ® 


the 


amount of advance according to these purposes, and the behaviour of the demander of adv 


vance in his treatment with the bank if he had a previous advance 
of the branch concerning the dealing with all sides* 


And the suggest! ons 


5 • The decided advance is not spent for the demand er unless after organizing 

' 4 ■ 

the advance voucher and the special notices and to put the sign of retainment on 
the assurance in office (tapo) if it was from the not transferred wealth or to ok 
the voucher of the advance at the (office of Katib al *Adl) if the assurance was 
from the transferred wealth* 


6* The decided advance is spent for its demand er completely if it was 
equivalent to the amount that was advised by the committee or less than that. But 
if it was more than that, it will be spent according to the following: 

(a) The amount that will be spent is that which was adviced by the committee 
only and the remainder of the decided advance is registered far the demander in a 
special account of guarantee and advances (advances of the demanders under supervi¬ 
sion) for six months and the interest of the paid advised amount is to be taken during 
six months* 

(b) Tte borrower has the right to draw the amount which is registered for him 
in the account of the borrowers demands under supervision, either in one payment 

or in successive payments during the six months which were mentioned previously. 


On condition that he offers a request in that showing his need In detail 


His need 


should be approved by the nominated expert for advance under supervision after 

* - •- e- • ' 

a£ocal investigation done by him for this purpose, and the interest is paid of each 


• 4 . 


amount; given to h i m from the mentioned account; in “this way for remaininp -time of 
the six months which were mentioned starting from the date of spending* 

c) The amount of loan is limited to the added amounts that are paid to the 

borrower from the original decided advance during the mentioned period and that is 

% • 

aix months according to para (a and B ) above and then the interest concerning the 
amount of debt is taken from him for other six months for the interest of the first 
year the borrower*s right is dropped in drawing the remainder of the previous 
mentioned account after the mentioned period being over, and then the remainder is 
registered as an income for the account of debts* 




icultural improvement and the 
The most Important goal which the method of advance under supervision is trying 


t6 maintain is to work on the assurance 


agricultural variety in the agricul 


tural fields and the development of its methods by using the new methods as the 
agricultural instrument and the chemical manure and to raise the level of the borrower; 
ftram the economical and social sides* To realize this goal the bank has the right 
to supervise how they spend the advances which are given to them, how they direct 
their farms, collect and sell their products, the insurance of paying the bank f o 
advance and their other debts from the prices of the products in a way that guarantees 
to organize their affairs in the future, at the same time, the bank does not llesltate 
to guide the borrowers of the fanners to buy the good qualities of the different seeds 
chemical manure the new agricultural equipment to be used in their agricultural farms 


and to guide them as much as possible to the way of this use 


In such situations the 


prices of the material which the borrower would like to obtain are paid from the 
amount of the decided advances* 



The rules and regulations of the agricultural bank are to be considered in the 


situations in which these informations do not refer to or discuss them in detail 
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Oonrad H. Haranar 
Chior, Agriculture Division 
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ATT? MATT, 

Ur* lhri«& B* Olsen, 
o/o American Embassy 
Baghdad, Iraq 

Dear Hr* Olsoa: 

Wo have already sent you under separate cover "by air 
pouoh copy of Georgia Experiments Station Bullet;in 1, 
iiay 1952, entitled "planning Small Abattoirs Tor Georgia,” 
in response to your letter of December 17» Mr* M# 

Surat, In Charge, Mechanical Processing of Agricultural 
Products, X7SDA, Beltsville, Maryland, advises that this 
is the best and most recent guide for your needs for the 
new pork processing plant outside of Baghdad* This is a 
field in -which private industry and the State experiment 
stations have done practically all of the work* Previously 
we sent Dr* Hamraar, in connection with poultry problems, 
a copy of Farm Credit Admin i strati on, Miscellaneous 
Report lli-7* "’Plans and Operations of Farm, and Small 
Commercial Poultry Dressing Plants#” 

We are also sending you Farm Credit Administration. 

Circular C—127, June 19^6, "Cooperative Frozen-Food 

Docker Plants — Organization and Operation*" 

• * 

If Mr* Bradford has any further specific problems, it 
is suggested that ho correspond direct with Mr* Hurst, 
with copy to FAS as information# 

Sincerely yours. 



00 * Henry Weins, 



H# G* Bolster, Head, 
Middle Bast Section 











The Land Purchase and Distribution 





Whereas Iraq has great need to make more efficient use of its 
splendid resources of soil and water so that more food and fiber may 


be provided for its many people and* whereas, Iraq has many able men 


seeking farms and homes of their own as well as abundant lands that 


can be made available to them for purchase and development and, whe 
as, there is opportunity now to make such lands available under favor** 
able terms and circumstances to those wishing to acquire them, it is 
hereby decreed that* 


!• Purpose 


fW-E 





There shall be established a Land Purchase and Distribution 
Administration and a Land Purchase and Distribution Board charged with 
responsibility for purchasing lands offered for sale, subdividing them 
into family sized farms and selling them on favorable terms to able and 






Die Director General of such Land Purchase and Distribution Admin 1stra 
tion shall be nominated by the Minister of Finance and appointed by Royal 

» He is charged with administration of all aspects of the Land Purcha 
and Distribution program with policy guidance from the Land Purchase and 



Distribution Board of which he shall be a member and chairman* The Board 



(1) The Director General of Agriculture 

(2) The Chairman of the Agricultural Bank 

(3) The Director General of Public Domain, and. 

(4) The President of the Miri Sirf Land Development Committee. 



The T-anri purchase and Distribution Administration shall have 



( 1 ) 


( 2 ) 


( 3 ) 


(A) 


( 5 ) 


To recommend to the Minister of Finance the purchase 
of lands and water rights pertaining thereto for resale under 
terms of this decree to deserving fanners and their fai 

To develop such lands after purchase in a manner that 
will facilitate the division of such lands into farms and its 







To select the farmers and farm families to whom such lands 






To determine the rules and regulation governing the sale 


of such lands 


To establish a system of super-vision to assist purchasers 
of such in their efforts to achieve ownership and to advi 

them on the selection of crops and methods of cultivation. 
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General 
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to be 












Farm Units* 


The 









into 





units 










a* 

b* 

c* 

d* 


In rainfed areas, 150 to 180 donums* 

In areas of flow irrigation, 50 to 75 donums* 

In southern rice producing areas, 10 to 20 donums* 

In areas determined by the Administrator and Board as 
suitable for intensive fruit, vegetable or special crops 


production, 20 to 50 donums 




Any citizen of Iraq is eligible to purchase lands under the terms of 
the decree provided, however, that the Director General and Board shall 
give preference to those:— 


(a) 

(b) 


“Who are twenty-five 
Who have at least 5 






and 













(c) Who have worked on or lived in the vicinity of the lands to 


(d) Who have accumulated sufficients savings so that -they are 

able to supply all work tsools and work stock needed for 
operating the unit they wish to purchase and are able to 
pay at least 10 percent of the required purchase price. 

(e) Who indicate their willingness to accept the advice and 

guidance of the supervisors provided to assist them on their 
farm operations • 

VXI Supervision. 

. 

The Director General and Board shall establish and direct the system of 
supervision that shall be provide for land purchasers, provided however, 

(a) That at least one supervisor and two assistants shall be 

provided for each 300 fanner purchasers. 

(b) That a farm developmental and management plan including 

a system of water management and crop rotation shall be 
drawn up for each farm. 

(c) That a debt repayment schedule shall be drawn up and accepted 

by each farm purchaser and operator. 

rexi 

The purpose of this decree is to put family sized farms into the 
hands of those who wish to live on and develop them and it is, there— 
fore, provided that? 

(a) Only those purchasers who live and work on these farms for 

a period of 10 years or more may secure final title to them. 
Provided, however, that in the case of death or serious illness 
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live on and 
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not 








achieving ownership of their purchased 
report shall he presented to the Board 


lands• 
and the 



also, that such 
of Finance. 







Water 




Each pur chaser of irrigated lands under the terms of this decree shall 
to Land Purchase and Distribution Administration each year the sum of not 



than 50 






donum 





and 
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Most or the time during the evening Dieting of October 26 

• • * # * 

was spent in a discussion of a proposed Decree for the parches© 

• % $ 
of private land and its redistribution* A number of suggestions 

were offered for its improvement* Part of the time, however, was 

• . * • # 

# • • 

• ^ • • • 

devoted to a consideration of land tax for Iraq* In carrying out 

* • 

the proposed tax, Or* Saleh Hadari felt that, the task of land 

• f • * • 

assessment might well be simplified by making a productivity classic 
fication by types of land use* For each major class of land and 
any designated sub-classes there would be established average 
crop yields for the one or more crop grown on the land* It was 
further proposed that the rate of levy on crop yields be 10 percent 
of the average yields adjusted for certain costs of production* 

It was recognized that the land classes established and the 
mechanism of collecting the tax revenue must be relatively simple 
in order for the classification to be U3able* 

At the present time land is not taxed nor are the water rights 
and associated properties in connection with the distribution of 
water by flow or pump irrigation* There is, however, the istihlak 
tax on domestic marketing of agricultural products* It was also 
brought out. that land values in themselves are very low, while 
the irrigation facilities account for the major investment in land* 

0 • % 

With this brief statement we turn to a consideration of a 


and ^low lrriga'ted* Other major 
And that each major class be 




(l) A "good* yield or any other type of designated yield da«5 would 


( 2 ) 


need to be defined* and in the classification of under—used land 


* ^ ^ • • * , 

yields should he adjusted to possible potential yields * 

Very likely in measuring potential production the quality of the 
soil and the amount of the rainfall will be the most significant 


(3) Designated amounts merely aug'^estive * 

Query* Xf it is possible to get the above type of information to set up 

broad land classes by crop yields, then why is it deemed not 
possible to attach average yields to each farm and proceed with 
a direct tax assessment? The assessed values would need to be 
only relatively accurate in order for taxes levied to be equitible 

f • « 

Xt was pointed out that the direct assessment of land where there 

• • 

is no established land market, would be most difficult and that a 
classification would avoid tills difficulty, and provide a ; 
of appraising potential productivity of land under—used or not 


POMP IRRIGATED LANDS 


(1) 


Production of land 


of average yields 


(crop History) 


Potential Production of land 
not in Agricultural use* 



4 



(l) For -these classes, range cf yields would need he established, and 

# • 

0 

obviously, the relationship of* yields between classes would not be 
comparable with similar classes in rain Fed areas* This is not 
necessary, however, in that the levy is to be a pre cent age of crop 
yields converted to ^monetary An average level or index 

of prices would need to be set up to make the conversion# 

Special consideration would need to be given to lands used for 
the commercial production of fruits and vegetables. 



GAT TON 


ms 



Production of land 
Use (Crop History) 



Potent5.al Production of 
Land not in Crop use 


tc* — same break—down as for pump irrigated lands 
Deduction of costs of production 

The equitable ness of a land tax depends upon the taxes against the 
income from the lan^* In other words. It is desirable to deduct costs of 
production Tram gross income * This is not a simple task* In determining 
costs, it would he necessary to use a uniform rate of "determined Cost" 
by each major land use and their sub—classes* These costs would need to 
be more or less arbitrary but reasonable* Otherwise, the task would be 
operationally Impractical* 

It should be possible to determine by the land classes relative costs 
of production to landlords and adjusting yields accordingly. In fact this 
may well be taken miw^of as one of the steps In mak ing a yield or income 
classification of the land* 





and although of paramoimt importance is not^ however. 


concern to "the problem at band 



It is understood thet those that own the land also generally own 


the irrigation facilities so that a tax on the owner of the land would 

at the same time be a tax levy on irrigation facilities. However, where 

^ . 

rights in land and rights in water are held by separate individuals the 






the 
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would shift the tax costs to owner of the water rights and his relative 
share would then lower. But* if the landowner has little or no bar¬ 
gaining power this would not take place. However, the only practical 







world 





of the land and protect the small owner through tax exemption. The 

large landowners should be in a position to protect themselves. For 

% 

the purposes of taxation a landowner might be defined as anything having 


transferable rights in land or the exclusive use of land not under seme 


li 



on from land Tax 


If one of the purposes of the land tax is to encourage the ownershi] 
of family farms by those that operate the land, then there is good jus ti¬ 











the 



All 


a like reduction nay be aLloved, but with no e xe mp t ions permitted 


The amount of* the exemption would need to be deter 


on large holdings* 
mined in the light 


The e xempt ion of* a certain number of* do: 





« IfriiJ 


is to landowners has th 


advantage over an exemption of* a certain specific quality of farm prod 


in that there is an added inducement to increase 


oduction as any inc 





in production within a prescribed size is not taxed* 

% « 

Tax "Delinquency 

# 

In case taxes are delinquent for a reasonable length of time, s 
3 years, the period of redemption should expire* Procedures should be 
established for the sale or disposal of the land, subject, of course, 
to certain rights of the f ormer owner and any continuing rights that 














Before taking such steps, however, it is important in the interest of 


Justice that the taxes be fairly equitably levied against the land 
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UNITED STATES DEPARTMENT OF AGRICULTUR 

FOREIGN AGRICULTURAL SERVICE 

WASHINGTON 25, D. C. 




AIR MAIL 


Dr* 




c/o American Embassy 
Baghdad, 



Dear Dr• 




- OCT 2 3 



A number of persons in FAS have read with much interest -this most 
re c ent of* Mr. R oh in son * s reports and feel that he is getting down 
to "the grass roots in appraising and planning land resettlement 
patterns in Iraq. One feels -that; he has lived very close to the 
rural problems and people in preparing this study. I'he report: 
is being sent: to staffs of the Bureau of Agricultural Economics 
and Farm Credit: Administration for review and comment, since 
•they made comments and expressed real interest in seeing previous 
report;s from Mr. Robinson. 



co 


llll 


Attached is copy of memorandum of October 16 from Dr. 
of -the Washington staff of FAS comment:ing upon Mr. 
report:. We reiterate -that: the purpose of review and 
-the field reports by USDA -technicians is -to receive 
help for -the field s-taff. We hope that -the field s-taff 
understands -this approach and will continue -to write 
to technicians in USDA and the States on their technical 
sending copy to this Division for our information. 


ry Hopp 

*s 

lent of 



fully 




ms 


We also hope that the Iraqi technicians will be encouraged to 
develop direct technical relationships not only with U.S. 
technicians but with those of other countries as well. 


Very truly yours 


r 




Agricultural Bank of Iraq 
Baghdad 

(Personnel Administration) 


Tel •Address: The Bank 
Telephone No* 84191-84193 


No* 22731 

Date: Nov. IB, 1953 


ll 


TCA, 



In continuation of our letter No. 8968 dated 


to your letter No. 181 dated Sept. 21 , 19 


53IL 




And in reference 
B 


I offered your memorandum to the Agricultural Bank of Iraq 


That memoran¬ 


dum which contains the essential rules (regulations) and conditions concerning 


the agreement which is suggested for a contract between Iraq Government and TCA 




The 



concerns the 



of the 




under the supervision according to its last form. The Counsil welcomed this 
project and decided it, then introduced the decision to the Ministry of Fi¬ 



nance and the Ministry approved it and now it is possible to make it operative 




We ask you kindly to inform us about the next step that we should follow so 


as to bring the project into existence and thank you. 


Signed by Akram Zainal, 

Director General 
and President of the 
Administrative Counsil. 
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This requirement may in itself el 1 urinate many of the more worthy 
fellahin* A large number of the tenants coming to the Miri Sirf Projects 
are absolutely destitute and many are in debt* It is possible that a great 
many will not have and vd.ll not be able to borrow enough money for this 
down payment* In the United States with a higher economic level of appli¬ 
cants, no down payment is required* If necessary the money needed to pay 
for recording the deed is made a part of the loan* 

Article 8* "Loans and Repa yme nts” * 

“The remainder shall be due and payable in a maximum of 20 equal 
annual installments 11 **.... It is not wise to provide for acceptance of 
payment in "advance of schedule"* Also perhaps it should be provided that 
the payments fall due at the end of the "normal* harvest season for the 
chief commodity sold* 

Article 9« "Delinquency"* 

Instead of selling "delinquent units" at auction* would it not 
be more in line with the intent of the program to sell such units to 
another "selected" farmers* who would contract to asstsae all amouuts 
due or take over the units on the value indicated in the original appraisal 
whichever was to the interest of the Government* 

Article 11, "Safeguards" , 

If suitable land is offered for sale with necessary water- 
rights* is it desirable to decline the purchase of small tracts? Often 
such tracts might require less development cost per farm than the develop¬ 
ment cost of large tracts. 'Phis policy might also greatly restrict the 
geography or 6cope of the program and actually preclude its operation in 
the sections of Iraq where small and medium sized operations now prevail* 
Reference to the new Agricultural Census will show approximately how this 
provision might affect the program* 

Article 11, "Safeguards" * 

As an item under this section it might be appropriate to 
provide for disposal of a farm unit of a borrower who dies before title 
is passed to him* If the laws of Iraq permit* upon re-examination of the 
content of the deceased farmers family for the purpose of discovering man 
power needed in the operation of the farm* the contract might be assumed 
by the widow* If this is not legal the unit could be taken over by a son 
who is of legal age. Otherwise it could be sold to another r, selected farmer" 

Article 11* "Safeguards". 


Because of the adverse experience of the Mediterranean Countries 
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Decree nay result in perpetuating conditions that it is intended to 
correct. 

There is yet another facet to this problem. The Kiri Sirf 
Lav legalises one assistant farmer on each farm mit. Observation of 
conditions which have resulted on the BuJadLla Project where this has 
been permitted has convinced all, who look fairly at the conditions 
now prevailing, that the farm units should be family sisod and only 
one family permitted to live on each farm unit. Adopting a different 
program in the land Purchase and Distribution Program Mill be evidence 
of failure to profit from experience already gained in Iraq in the first 
effort at land and tenure improvement. It may also have an effect of 
wrong influence on the policies of the Mirl Sirf program which seem to 
be shaping up properly in the direction of permitting but one family 
on each farm. This i3 being achieved principally though fitting the 
else of the farms to the farm operations that can be carried out by the 
members of one family. 


/na 



from : Conrad H* 
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We decided to form a committee consisting of the undermentioned 

* 

persons, Tor the. purpose of studying the possibilities of the Iraqi 
agricultural bank, to buy the flowded land and sell it to the landless 

• Their pay will be by instalments within a long period 
of time. The ministry will offer the needed recommendations concerning 
that* The ministry will look over the law of the supplementary program 

concerning the establishment of the agricultural bank. Ho *13 for t^ie year 

% 

\ 

v 

1940, and to offer the needed recommendations in that concern* Our '] 


is to accomplish that as soon as possible 


Sayid Akram Zainal 
Dr* Saleh Haider 
Hr* Lewis Rohrbaugh 
Hr* C*H* Haomar 


Mr* Frank Bobinson 


Director General of the Agric 
D*G* of General Income* 


■FILE 


CO 



The meeting will be held in the Agricultural Bank 
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Directorate General of general income 

Dr* Lewis Rohrbaugh Sc (the above mentioned persoraj) 
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Law forme Creation of an Agricultural Bank 

No. 18 of 1940 


With the approval of the Senate and the Chamber of Deputies, 
do hereby order the enactment of the following Law:— 

Artiele 1.—The Government may ereate an Agricultural Bank, 

to be called “The Agricultural Bank”, whose Head 
Office shall be in Baghdad, and for which branches 
may be opened with the approval of the Minister of 
Finance. 


Article 2. 


The object of the Bank shall be to assist agriculturists 
and to develop and improve agriculture* The Bank 
shall undertake more particularly the following 
operations:— 


(1) To make advances to meet the expenses of cultivation 
and harvesting. 



To make loans for the purchase of agricultural imple¬ 
ments or cattle. 


(3) To make loans for the improvement or reclamation of 
land, upon the recommendation of the competent 

departments. 

(4) To make advances against crops* 

(5) To sell on deferred payment agricultural implements, 
cattle, manure and seeds* 

(6) To act as agents for the sale of agricultural produce. 

(7) To found and administer establishments for the 
cleaning and grading of crops, subject to the provisions 
of the Grain Trade Regulating Board Law No. 32 
of 1939. 
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Law for the Creation of an Agricultural Bank 

No. 18 of 1940 


-♦ —— — 

With the approval of the Senate and the Chamber of Deputies, 
do hereby order the enactment, of the following; Law:— 

Article 1.—The Government may create an Agricultural Bank, 

to be called “The Agricultural Bank”, whose Head 
Office shall be in Baghdad, and for which branches 
may be opened with the approval of the Minister of 
Finance. 

Article 2.—The object of the Bank shall he to assist agriculturists 

and to develop and improve agriculture- The Bank 
shall undertake more particularly the following 
operations:— 

(1) To make advances to meet the expenses of cultivation 
and harvesting. 

( 2 ) To make loans for the purchase of agricultural imple¬ 
ments or cattle. 

(3) To make loans for the improvement or reclamation of 
land, upon the recommendation of the competent 
departments. 

(4) To make advances against crops- 

(5) To sell on deferred payment agricultural implements, 
cattle, manure and seeds- 

(6) To act. as agents for the sale of agricultural produce. 

(7) To found and administer establishments for the 
cleaning and grading of crops, subject to the provisions 
of the Grain Trade Regulating Board Law No. 32 
of 1939. 


2 





To make advances for tree-planting or for the 
improvement of fruit trees and to sell seedlings and 
cuttings for the above purposes, upon the recommenda¬ 
tion of the competent departments. 


(9) To hire out agricultural implements- 

(10) On the demand of the Government and subject to her 

guaranteeing the amount of the advance and interest 
thereon, to make advances for agricultural purposes 
in the following cases:— 


(a) Settling tribal folk on agricultural lands and 
ensuring necessary cultivation by them. 


(b) Rendering assistance to distressed cultivators 
whose district has suffered a calamity resulting 
in the destruction of all or most of their crops. 


(11) To act as agents for the purchase of agricultural 

produce against commission. 

(12) To make advances for the purpose of releasing agri¬ 
cultural lands and gardens from a prior mortgage. 


(13) To assist in the formation of cooperative societies 

and companies for producing cultivators and to make 
advances to them- 

(14) To act as intermediary in the making of advances to 

cultivators from the funds of the drain Board. 


(15) To undertake agricultural enterprises on its own 

account directly or by the formation of subsidiary 
companies for the said purpose or by holding shares 
in such companies, as the interests of the Bank may 

require. 



(16) To accept deposits, securities and current accounts * 

for a definite or indefinite period, with dr without 
interest. 

Article 3.—The creation of the Bank may take place by either of 

the following methods:— 

(1) By setting- up a Board of Directors to be regarded as 
a juristic person and which shall be financially and 
administratively independent subject to the provisions 
of this Law, to which the Government mav make 

7 

advances not exceeding- 500,000 Dinars- The Bank 
so established may form a limited liability company 
as provided in paragraph 2 of this Article, and in 
such case the amounts advanced by the Government 
and the possessions of the Bank shall be deemed to be 
shares held b y the Government. 

(2) By incorporating a limited liability company to which 
the Government shall be entitled to subscribe up to 
such proportion of the capital as the Council of 
Ministers mav determine. 

Article 4.—If the Board is set up under Article 3 (1), the deed 

creating it and its internal regulations shall be 
submitted to Government for approval- 

Article 5—If the Bank is founded as a limited liability company, 

the Memorandum of Association and the Articles must 
be approved by the Government and provision shall be 
made more particularly in the Memorandum of 
Association for the following:— 


(i) The Government shall be represented on the Board of 
Directors in a proportion not less than its holding in 
the shares of the company. 


(ii) No decision taken by the Bank shall be contrary to 

the provisions of this Law; and any change in the 
Statutes shall be subject to the approval of the 

Government. 

(Hi) The Government may require the reconsideration of 

any decision which in its opinion compromises the 
interests of the Bank, provided that the Government s 
demand must be notified within ten days from the 
date of the decision; in such case no action shall be 
taken on the decision unless it is again passed by a 
special majority to be fixed in the Statutes. 

Article 6.— (a) The Government may guarantee a dividend on 

the shares forming tlie original capital of the 
company formed in accordance with Article 3 (2) 
not exceeding 5% of the nominal value of such 
shares on conditions to be stipulated in the 
Memorandum of Association, and may further 
guarantee the capital and interest of debentures 
to be issued by the company; provided that the 
conditions of any such issue and the rate of 
interest shall be submitted to the Minister of 
Finance for approval- 

(b) The rate of the dividend and the manner and 
duration of its guarantee, and similarly the form 
of guarantee of the debenture of capital and the 
period for which such guarantee or the interest 
shall apply shall be determined by Regulations. 

Article 7.—The Government shall issue Regulations for conduct¬ 
ing the transactions of the Bank and shall prescribe 
in such Regulations:— 

(a) The nature of securities acceptable for the recovery 
of the debts, with the provision that perishable 
securities shall not be accepted. 

s' (b) The making of advances by the method of collateral 
ts' security involving three or more persons; also speci- 



fying the maximimi amount and duration of sucli 
advances- 

(c) That agricultural loans shall be restricted to Iraqi 
subjects or to Iraqi companies if the majority of 
their capital is Iraqi- 

(d) The manner of postponing the due instalment wholly 
or in part; also specifying the circumstances necessi¬ 
tating postponement. 

Article 8.—The Bank shall, so long as its capital is provided by 

the Government, be exempt from the following taxes 
duties and fees :— 

(a) Tapu fees and Stamp Duties in all its transactions. 

(b) Registration fees (at the Notaries Public) and 
stamps- 

(c) Istihlak tax on the seeds which it distributes or sells 
to cultivators. 

(d) All revenue stamps in its transactions. 

Article 9.—In its capacity as juristic person the Bank may own 

the following immoveable properties within and 
outside the boundaries of cities and towns:— 

(1) Offices, warehouses, laboratories, factories for the 
repair of agricultural machinery, experimental farms, 
gardens and such other properties as the operations 
of the Bank may require- 

(2) Any immoveable property in the event of its transfer 
to the Bank as a result of its claim on cultivators and 
the non-appearance of a purchaser to buy it at a 
suitable value which ensures the recovery of the whole 
debt in ca]>ital, interest and costs, provided that the 
Bank shall sell the property at the first suitable 
opportunity and that the owner thereof shall have 
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Artie] e 


Article 


Art id e 




tlie right to recover it from the Bank after ijayment 
of the whole debt in capital, interest and costs, within 
one year from the date of its registration in the name 
of the Bank- 


10.— (a) The Government may convey freely to the Bank, 

so long* as the whole of its capital is provided by 
the Government, anv niiri land oi" immoveable 

7 ft/ 

property which it considers necessary for the 
conduct of the Bank’s operations. 


(b) The Bank may expropriate inmiovable proper¬ 
ties which are necessary for its operations on 
the ground that its operations are for public 
utility, in accordance with the Expropriation 
Law and provided the Minister of Einance 
confirms the necessity. 

11—(The Bank may demand that a note of attachment be 

put in tiie Tapu Registers on any innnoveable 
property with the approval of its owner, so as to 
secure a charge upon it for the recovery of a debt 
or loan due to the Bank, and such note of attachment 
shall be regarded as having* the force of placing 
the inmioveable property as security for the debt 
in accordance with the Law dated 1st Rabi’ A1 Akhar, 
1331. 

12.—Debts due to the Bank shall be privileged and shall 

rank immediately after debts due to the Government. 
The Bank may request the application of the Law 
for the Collection of Debts Due to the Government, 
in the recovery of debts due to it- 


If any debt due to the Bank is not paid on maturity 
the Bank may proceed to sell any moveable property 
pledged to it as security for the debt, in the following 
manner:— 


Article 13. 
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(1) The debtor shall be notified by registered letter that 
if he does not pay the sum due the property pledged 
will be sold; provided that the sale shall not take 
place before the expiry of 30 days from the date ot 
registration of the letter at the Post Office* 

(2) The manner and place of sale shall be fixed by a 
notice exhibited not less than eight days prior to the 
sale. 

(3) From the proceeds of the sale 1% shall be deducted 
to cover the expenses of the sales and thereafter shall 
be deducted the sum necessary to meet the whole of 
the debt in capital and interest together with such 
costs as may have been stipulated in the document 
attesting the debt; any balance remaining shall be 
handed to tlie debtor. 

(4) The sale shall be carried out notwithstanding any 
seizure or protest on the part of any other creditor, 
provided that if any such seizure or protest is made, 
tlie Bank shall pay any balance remaining, after 
satisfying the claims specified in tlie preceding para, 
into the Treasury of the competent Court to be dealt 
with according to Law. 

Article 14.— (a) The General Manager of the Bank and tlie 

Chairman and members of its ."Board shall be 
appointed by Royal Irada pursuant to the nomi¬ 
nation of the Minister of Finance. 

(b) The local Finance services of tlie Government 
may, on the request of the Bank’s Board of 
Directors and subject to the approval of the 
Minister of Finance, carry out operations on 
behalf of the Bank in districts in which the Bank 
lias not opened a Branch* Officials rendering 
valuable assistant to tlie Bank may he granted 
such gratuity as the Minister of Finance shall 
approve. 
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Article 15—The following properties shall be transferred from 

the Agricultural and Industrial Bank created by the 
Law for the Creation of an Agricultural and 
Industrial Bank No. 51 of 1935 to the Bank created 
under this Law:— 

(1) Amounts of agricultural advances and securities 
thereof. 

(2) Agricultural machinery. 

(3) All moveable properties. 

(4) Immoveable properties registered in the name of the 
Agricultural and Industrial Bank and relating to 
Agricultural affairs. 

(5) Claims dtie to it and all debts due from it arising 
from current accounts, payments and deposits or 
from acting as intermediary in the ordering of goods 
for Government departments; also accounts with the 
Treasuries. 

(6) ’Papers, correspondence, documents and reports 
relating to the operations of the Agricultural Bank- 

(7) In the event of dispute as to the ownership of any 
property between the Agricultural Bank created 
under this Law and the Industrial Bank to be created, 
the decision of the Minister of Finance as to which 
party the property belongs shall be final. 

(8) All the assets and possessions of the dissolved Iraqi 
Agricultural and Industrial Bank which shall be 
transferred to the Agricultural Bank shall be charged 
to the capital mentioned in para (1) of Article 3. 

Article 16.—The provisions of Articles 4, 7, 9, 10, 11, 12, 13 and 

14 shall not apply unless the Bank is administered 
by a Board of Directors in accordance with the first 
sentence of para (1) of Article 3 of the this Law. 

Article 17.—This Law shall he enforced by a Royal Irada fixing 

the date of its coming into force,, and from the date 
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of its coming into force the Law for the Creation.of 
an Industrial and Agricultural Lank No- 51 of 1935 
and supplementaries and amendments thereto shall 
be repealed., 

• * A 9 

Article 18.—The Minister of Finance is charged with the execution 

of this Law. ! • 

% • • 

Made at Baghdad this 14th day of Safar, 1359, and the 23rd 
day of March, 1940. 

ABDTJL ILAH. 

NUEI AS SA ’ID, RA’UF AL BAHRANI, 

Prime Minister. Minister of Finance. 

--— ♦ 

Agricultural Bank Regulation 

No. 40 of 1947. 

•• • 

In accordance with Article 23 (as amended) of the Constitu¬ 
tional Law and Article 7 of the Law for the Creation of an 
Agricultural Bank No. .18 of 1940, and by virtue of the powers 
vested in us and pursuant to the proposal of the Minister of 
Finance and with the approval of the Council of Ministers, we 
hereby order the promulgation of the following Regulation on 
behalf of His Royal Highness the Regent:— 

Article 1-—The following expressions shall have the following 

meanings:— 

“The Bank”—The Agricultural Bank established 

under Law No. IS of 1940. 

“The Board’’—The Board of Directors of the Agri¬ 
cultural Bank. 

V » I 

“The Manager”—The General Manager and Chair¬ 
man of the Board of Director 
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Art icle 2 


The Bank may undertake the sale of agricultural 
implements, manures, seeds, cuttings and layers for 
tree-planting. It may also make advances against 
agricultural and animal produce such as wool, barley, 
hides and skins and the like within the limits of the 
objects set forth in Article 2 of Law No. 18 of 1940, 
subject to the conditions and guarantees provided for 
in this Regulation- 


Article 3-—The amount of the advance referred to in Article 2 

shall not be less than 15 Dinars nor more than 3,000 
DinaJrs to any one person. 


The provisions of the above para shall neither 
apply to transactions in which the Dank acts as agents 
for the sale of agricultural produce, mentioned in 
paragraph 6 of Article 2 of the Law for the Creation 
of an Agricultural Bank, nor to Cooperative Societies, 
rather in that respect the exigencies of the service as 
well as the importance of the work shall, according 
with decision of the Board, be observed. 


Article 4. 


The Bank may undertake the cleaning and grading 
of grains either by itself or through the formation of 
a subsidiary company or by agreement with any 
institution or company engaged in such operations. 
The Bank may set up warehouses for the storage of 
grains, dates and fruits and similar produce, subject 
to the provisions of the Grain Trade Regulating- 
Board Law No. 32 of 1939. 


rtiole 5.— (a) The term of a loan shall in no case exceed ten 

years and the term of each instalment shall not 
exceed one year. 


(b) The Board may postpone an instalment more 
than once i^rovided that the period of postpone¬ 
ment shall not exceed two years from the date of 
maturity of the instalment- 
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-Article 6.—The Bank may conclude an agreement with the agents 

or owners of factories inside or outside Iraq for the 
purchase of agricultural machinery and implements 
and sell the same to applicants. He may further 
centralise permanently or for any period the purchase 
of any or every type of machinery and implements in 
one firm. In the event of machinery or implements 
being available for sale by the Bank, no cash loan 
obtained by a borrower shall be used either directly 
or indirectly for the purchase of such machinery oir 
implements from any other firm, and if so used the 
loan shall be deemed to be due for immediate 
repayment. 


Article 7.—If the Government desire to increase the production 

of any particular breed of cattle, the Bank may 
arrange with the Departments concerned for the 
purchase of a number of such cattle under conditions 
to be fixed; and in such cases any person applying for 
an advance to xourchase such cattle shall not receive 
his advance in cash, but an agreement shall be made 
with him to purchase a number of cattle of the breed 
agreed upon with the Government. 

Artiele^S’J^The Board m av. whenever it thinks fit, fix the a mount 

or rate of inter est in respect of all classes or loans or 
of sales by instalments, provided that the rate shall 
be the same for all loans, advances or instalments of 
any class. In no case shall any advance be made or 
any agricultural machinery, implements, manures or 
cattle be sold by instalments or on deferred payment 
except subject to charging the prescribed interest 
which shall run from the date on which the advance 
was made or the implements etc- were sold. 


Article 9. 

*« * « a _ 



—The following rules shall be observed in the grant of 
.agricultural advances and in all otjier transactions 
carried out by t&e Bapk 


(a) The applicant for an agricultural advance must be of 
Iraqi nationality; or a cooperative society; or a regi¬ 
stered Iraqi company whose capital is held by Iraqis 
and whose objects include cultivation or the carrying 
out of agricultural schemes and the reclamation and 
improvement of land. The borrower shall, in any of 

the above cases, state his place of residence. 

# • • 

(b) Every application for an advance shall be made in 
writing, on a form to be prescribed by special instruc¬ 
tions, stating the amount and object of the advance, 
and the kind, description and situation of the security 
to be provided. Copies of any deed or document 
establishing the security shall be attached to the 
application. 

(e) Every application for an advance for the reclamation 
or improvement of land shall be supported by a map 
of the land together with a detailed statement as to 
the nature of the reclamation or the improvements 
intended by the applicant and the method of carrying 
them out. The Board shall, before approving the 
grant of an advance for this purpose, refer the appli¬ 
cation to the departments concerned for their 
recommendations and views thereon. The Board may 
cause the land to be inspected either by a person 
delegated on its behalf or by one of its officials. The 
Board may overlook the submission of a map of the 
land if its. submission entails considerable difficulties 
• or expenses and the land is unsurveyed. 

(d) Any person who applies for the good offices of the 
Bank in the sale of agricultural produce shall state 
the quantity which he intends to sell and shall submit 
with his application samples of the produce in 
accordance with instructions to be issued by the Bank 
from time to time. 

- . • > • - - ‘ ’ • 

(e) The Board may fix the commission to be charged by 
it on the sale of the produce. 
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Article 10.—The Hank shall not make any advance nor sell any 

property on deferred payment or by instalments 
until it has obtained financial security commensurate 
with the instalments and with the object for which 
the advance is made as prescribed in this Regulation. 

Securities acceptable .by the Hank shall in 
general be as follows:— 

(a) Immovable property which may legally be given as 
security for debts, provided that such property is not 
under attachment or subject to a first mortgage to 
another person unless the first mortgage is released. 

% 

(b) Established rights acquired under a lawful contract 
in an immovable property. 

(c) Agricultural and animal produce in stoJre. 

(d) Wares, jewellery and coins, silver or gold. 

(e) Other movable property, such as cattle and agricul¬ 
tural implements, if the purchase price constituted 

' the debt. 

(f) Machinery and irrigation pumps. 

(g) Deposits with Banks. 

(h) SliaJre certificates, bills and coupons which the Board 

decide to be good security. 

• * 

(i) Joint guarantees in accordance with the conditions 
laid down in this Regulation. 

Article 11.—Cooperative societies shall be advanced upon 

Government guarantee or the joint guarantee of the 
Society’s Members or upon the Security of agricul- 
| tural produce or the society’s possessions such sums 

as may be decided by the Board according to the 
society’s needs. 
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Article 12—The following properties and articles shall not be 

accepted as security for debts due to or loans made 
by the Hank:— 

(a) A share held in undivided ownership which amounts 
to less than one-fourth of the immovable property 
and belongs entirely to the borrowing pledger o»r his 
surety; 

(b) Waqf real property which may not be sold or 
disposed of; 

(c) Agricultural crops before being harvested and fruits 
not yet gathered and any produce of a perishable 
nature. 

Article 13.— (a) The amount of the advance shall be adequately 

covered by the value of the security so that it 
shall not exceed the following percentages:— 

70% of the value of gold. 

60% of the value of silver. 

60% of the value of bills, shares, deposits & 

bonds. 

60%, of the value of immovable property. 

60% of the value of agricultural and animal 

produce wool, barley, hides and skins 
and the like on the basis of the current 
prices as notified by the Government 
departments, or the Chambers of Com¬ 
merce, or the Bourse. 

(h) Percentages in respect of other securities not 
mentioned above shall be fixed by the Board, 
provided that such percentages shall not exceed 
%40 of the value qf the security as assessed by 
the said Board. 
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(c) Machines, implements, motors and pumps shall 
be sold through the Bank by instalments, 
provided that at least 25% of their value shall 
be paid in cash. 

Article 14.—If the Bank decide to accept as security for a debt 

any movable or immovable property which is exposed 
to the danger of hire, such property must be insured 
with an insurance company relied upon by the Bank. 
The owner of the property shall be required either 
to effect the insurance himself and at his own expense 
and endorse the policy to the Bank, or to authorise 
the Bank to effect the insurance, provided that the 
owner shall defray all the necessary expenses. 

) A sum not exceeding 100 Din ars pf^ggn may 

be advanced to cultivators (other than coopera¬ 
tive societies) of the same Nahiya ag ainst a joint 
guarantee, provided that the number of joint 
borrowers under one instrument shall not be 
less than three. A sum not exceeding 100 Dinars 
may also be advanced to a cultivator against a 
guarantee made by other cultivators of the same 
Nahiya, provided that the person’s guarantee 
shall not be accepted and that he shall not receive 
. an advance more than once. 

(b) The advance against a joint guarantee shall only 
be utilized for meeting the expenses of cultiva¬ 
tion. 

(c) The headquarters of Liwas and Qadhas shall, 
for the purpose of this Article, be considered as 
Nahiya. 

Article 16.—'The acceptance of agricultural produce as security 

for a debt shall be subject to the condition that such 
produce be placed in stores provided by the Bank for 
this purpose or in any store designated or approved 
by it, provided tlu.t the owner thereof shall in all 


Article 15.— ( 


! 
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eases defray the expenses of storage, and also 
provided that the produce in question shall consist 
such crops as are not liable to be damaged by 
storing, e.g., dried or packed dates, wheat, barley, 
rice, cotton, linseed, horse-beans, raisins, chick peas 
and fall other kinds which the Board may decide to 
accept. In no case shall produce of a perishable 
nature, such as fresh vegetables or fruits or the 
like, be accepted as security; nor shall the Bank, 
while accepting any agricultural produce as security, 
be bound to apply a special method for weighing, 
measuring or counting the tune of handing over, 
selling or disposing of the produce, but it shall be 
tree to apply such procedure as it thinks fit. 


Article 17. Agricultural produce in store shall not be accepted 

as security for a period exceeding one year in respect 

of advances in cash or for the sale of agricultural 

implements by instalments or on deferred payment. 

Nevertheless the contract may, on the expiry of the 

said period, be ’renewed once for another year only, 

but thereafter the period shall not be extended nor 

shall the contract be renewed with the same produce 
as security. 


Article 18.—If it shall appear to the Bank that the movable 

"I d d * < % — is exposed to the danger of 

destruction, the Bank shall warn the debtor that he 
should take, within a period not exceeding 10 days, 
such measures as would prevent the oceu'rrence of 
the danger. Should the debtor fail to take the 
necessary precautions in this respect, the Bank mav 
then take such steps as it thinks fit at the expense 
or the debtor- If, however, the danger of destruc¬ 
tion cannot be avoided, the Bank mav sell the pledged 
property immediately after the warning. 


Article 19.—JThe acceptance of immovable jiropertv as security 

for agricultural debts and loans shall be subject to 
• the following conditions:— 



(a) That the share which is held in undivided ownership 
and which amounts to not less than one fourth of the 
immovable property securing: the debt belongs enti¬ 
rely to the indebted pledger or his guarantors 

(b) A share held in joint ownership and amounting to 
not less than one fourth of the property, may like¬ 
wise be accepted, provided that, the whole of the 
share shall be offered as security for the whole 
amount of the debt or loan and that none of the 
partners shall have the right to release his share 
except after full repayment of the debt outstanding 
against all the partners. 

(c) Similarly, any or all of the otlier partners may be 
granted a loan, provided that the whole of the shaire 
which amounts to not less than one fourth is given 
as security for the debt and that the total of the loans 
shall not exceed the percentage fixed in Article 13- 

(d) Properties held in joint ownership through inheri¬ 
tance or otherwise shall be treated in the manner set 
fourth in paragraph (b) of this Article. 

(e) A share amounting to not less than one fourth and 
held in undivided ownership shall not, prior to 
repayment of the debt, be divided unless the division 
shall in no way affect the interests of the Bank and 
after the Board shall have consented thereto. Tii 
this case thfe note of mortgage or attachment in the 
Tapu registers shall be transferred to the share 
subsequent to the division- 

Article 20.—tThe value of immovable properties desired to be 

offered as securitv to the Bank shall be assessed by 
a committee consisting of a Tapu representative, one 
member of the Administrative Council and one or 
more experts chosen bv the Bank or by any reliable 
body or official, provided that the owner of the 
property shall provide the necessary means of 
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transport. The fees, as assessed by the iBank shall 
be paid according to instructions to be issued by 
it. Tlie Bank may decide to have the assessment 
reconsidered by another body if it thinks such 
recon si d elation n ecessa ry. 


The Board may dispense with the inspection of 
properties offered as security in the following 
circumstances:— 


(a) If the Bank has already inspected the property and 
four years have not yet elapsed since the inspection, 
and the Bank is satisfied that it has suffered no 
change affecting its value. 

(b) If the Bank has already inspected a part of the 
lands desired to be offered as security or inspected 
similar plots situated in the same locality and four 
years have not yet elapsed since the inspection, 
provided that the inspection fees be collected from 
the person concerned. 

(c) If the amount of the advance applied for does not 
exceed 100 Dinars and the immovable property 
offered as security is situated in a locality the value 
of which is known to the Bank. 


Article 21.—Any immovable property desired to be offered as 

security for a debt shall hot have been mortgaged 
or given as security for another debt- If the property 
is mortgaged to or under attachment by another 
person, steps may be taken to release it and pledge 
it to the Bank. v 

The note of attachment shall be placed on 
receipt of a notification from the Manager and at the 
written request of the owner supported by a state¬ 
ment made by him at the Tapu department, without 
the necessity of the presence of a representative of 
the Bank. 
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Article 22.—If the value of any movable or immovable property 

pledged to the Bank shall have, in the opinion of 
the Board, depreciated by 15% or more since the 
making* of the loan, the Manager shall give the debtor 
notice requiring him to offer, within eight days from 
the date of the notice security equal to the defrecia- 
tion or to repay an equivalent amount of the debt. In 
the event of the debtor failing to offer the required 
security or to make a part payment of the debt, then 
the debt and all the instalments shall be deemed to be 
due for payment in full and the property concerned 
may be sold forthwith in accordance with the Law 
in force for the Collection of Debts due to Govern¬ 
ment, and the debt together with interest and all 
other exx>enses shall be recovered out of the sale 
proceeds. The decision of the Board in respect of 
the fall in value and the demand for the -redintegra¬ 
tion thereof shall be final and not subject to 
objection. 

Article 23 —All expenses in connection with transactions relating 

to pledges and mortgages, such as inspection, valua¬ 
tion and storage fees, charges for the drawing up 
and 'registration of contracts and insurance premiums 
shall be paid in advance to the Bank by the person 
applying for the loan. Should such expenses be paid 
by the Bank, the same, plus interest, shall be added 
to the principal at the time of recovery and there 
shall also be added thereto all expenses and fees 
incurred for the collection of same. 

Article 24-—Sums paid by or recovered from debtors in respect 

of any debts or loans shall be appropriated firstly to 
interest, secondly to expenses and thirdly to the prin¬ 
cipal. 

9 

Article 25—Any debtor who pays the debt due from him before 

maturity shall be required to pay one mouth’s interest 
as from the date of payment, provided that the Bank 
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shall have the option to accept or reject repayment 
before maturity. If, however, the period remaining 
is one month or less, then interest plus principal sbal 1 
be collected in full up to the date of maturity. 


Article 26.—The Manager may, one month before maturity, send 

a letter to the debtor calling upon him to repay the 
debt at maturity, and the expense of postage shall be 
borne the debtor. If, on maturity, the debtor fails 
to pay and no agreed settlement is reached, all the 
instalments shall become due for payment and the 

Bank shall forthwith proceed to recover. Provided 
always that omission to notify shall not be a ba'r to 
recovery at maturity. Collection shall not be delayed 
on any pretext nor shall any period of grace be allow¬ 
ed to the debtor unless failure to pay was due to 
lawful reasons. In the event of property pledged or 
mortgaged to the Bank being destroyed by fire or 
otlirewise, all the instalments shall become due and 
the debt shall recovered in full. 


Article 27.—The proceeding for recovery of the debt shall be 

commenced by submitting to the Tapu department 
in the locality where the pledged immovable property 
is situated a written application for the sale of the 
property in accordance with the Law for the Sale of 
Immovable Properties in ordefr to secure the debt. 
The Tapu department shall then serve a notice upon 
the debtor, his heirs, guardians or syndic for the 
payment of the debt within one wee^( and if, upon the 
expiry thereof, no payment is made the property 
shall be sold by auction in the manner provided for 
properties pledged as security for debts. 
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Article 28.—If tlie pledged property is movable sucli as wares, 

jewellery, agricultural produce, cattle or tlie like, or 
if the debtor has no property pledged to tlie Bank, 
the Bank shall prepare a list of the debts due for re¬ 
covery and forward it to the Mutasarrif or Qaimma- 
qam in the place where the property to be sold is 
situated or in the place where the debtor permanently 
or temporarily resides or in the place of residence 
elected by him at tlie time of contracting tlie debt. 
The said authorities shall forthwith proceed to reco¬ 
ver by application of the Law for the Collection of 
Debts due to the Government and of any other Law 
or Regulation in force for the collection of debts due 
to the Government; and the list forwarded by the 
Bank to the authorities concerned shall be regarded 
as a document having legal force for the application 
of the law and for the sale of the debtor’s properties. 

Article 29.—In the event of a debtor or his surety paying instal¬ 
ments which have become due, together with interest 
thereon and all other expenses, or in the event of any 
other settlement approved by the Bank being made, 
prior to final adjudication of the properties intended 
to be sold, enforcement shall be postponed and the 
auction suspended. 


Article 30-—'The Manager may, subject to a decision of the Board, 

issue instructions specifying the forms of applica¬ 
tions and other instruments and documents necessary 
for the proper conduct of the operations of tlie Bank 
and for safeguarding its rights. 

Article* 31.—This Regulation shall come into force from the date 

of its publication in the Official Gazette. 


Article 32.—The Ministers of Interior, Finance and Justice are 

charged with the execution of this Regulation- 

Made at Baghdad this 25th day of Ramadhan, 1366 and the 
12th day of August, 1947. 

Regency Council. 

ABDUL, AZIZ AL KASSAB, MUHAMMED AS-SADR, 

ABDUL MAHDI, 


SALEH JABUR, 

Prime Minister and 
Ag. Minister of Interior. 

FADHIL AL-JAMALI, 
Minister of Foreign Affairs- 


YUSUF GHANIMA, 
Minister of Finance. 

SHAKIR AL WADI, 

Minister of Defence and 
Ag. Minister of Economics. 


Dili A JA’FAR, TOWFIQ WAHBI, 

Minister of Communications & Works. Minister of Education. 


JAMIL ABDUL WAHHAB, 

Minister of Social Affairs and 
Ag. Minister of Justice. 


! 


ABDUL ILAH IIAFIDH, 
Minister of Supply. 
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Fundamental Statute of the 

Agricultural Bank. 

In compliance with tlie provisions of Law No. 18 of 1940 for 
the Creation of an Agricultural Lank, and in accordance with 
Royal Irada No. 380 dated lltli Sha’ban, 13o4 (21st July, 1945) 
issued under the said law, and pursuant to the decision of the Iiaq 
Government for the establishment of the Bank in the manner 
shewn in Article 3 (1) of the law- 


'W'e, members of the Board of Directors (in an acting* capacity), 
have this day met and resolved that the Fundamental Statute shall 
be as shown hereunder, provided that it shall come into force after 
the approval of the Government has been obtained as laid down in 
Article 4 of Law No. 18 of 1940. 


(1) Name cf the Bank—The Agricultural Bank. 

(2) Objects—To assist cultivators and to advance and develop 
agriculture within the limits and conditions set forth in Law 
No. 18 of 1940 and Regulations issued thereunder and any 
law which may be issued in the future for this purpose- 

(3) Dissolution of the Bank—The Bank can only be dissolved 
by a special law and in such event all the assets, rights, debts 
and liabilities of the Bank shall be transferred to the Gov¬ 
ernment and all contracts, agreements and bonds concluded 
or issued by tlie Bank prior to its dissolution shall be consi¬ 
dered as having been concluded with or issued by the Gov¬ 
ernment. 

(4) Capital—Tlie capital of the Bank shall be 500,000 Dinars t, > 
be drawn from time to time. 

(5) The maximum period for repayment of the advance—The 
maximum period for repayment of the advance shall be 75 
vears from the date on which the last payment to meet the 
500.000 dinars was made- provided that after the lapse of lu 
vears from that date the Board of Directors shall, each year 
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and upon the request of the Minister of Finance, determine 
the amount which the Bank can hand over to the Govern¬ 
ment in repayment of a part of the capital, after taking- into 
account the profits and losses of the Bank, the expansion of 
its operations and the need for the capital required for the 
propeJr conduct of its affairs. 


(6) Borrowing—The Bank may, subject to the approval of the 
Grovernment, borrow such sums as the Board may decide by 
the issue of negotiable bonds or by any other means. 


(7) Conversion of the Bank into a Company limited by shares— 
The Bank may be converted into a company limited by 
shares, provided that its Memorandum and Articles of 
Association are approved by the Board and that effective 
measures are taken to transfer the rights and obligations 
of the Bank to the Company in such manner as to obviate 
any confusion or interruption in the operations of the Bank- 

(8) The Bank shall comply with the provisions of the Law of 
the Bank and of its Internal Regulations attached to the 
Fundamental Statute. The Board of Directors shall not 
take any decision in contravention of the provisions of the 
said Law and Regulations nor amend the Internal Regula¬ 
tions except with the approval of the Grovernment. 
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Internal Regulations of the 

Agricultural Bank- 




Article 1.—(1) The Bank shall be administered by a Board of 

Directors appointed by a decision of the Council 
of Ministers and a Royal Irada and composed of 
a General Manager and four members: 

(a) General Manager—Chairman. 

(b) A senior official of the Ministry of Finance 
whose grade is not lower than the grades of 
Class I—Member. 

(c) A senior official of the Ministry of Economics 
whose grade is not lower than the grades of 
Class X—Member- 


(d) Two big agriculturists—Members. 

(2) The term of service of members—other than the 
Chairman—shall be four years, one half of the 
members being replaced every two veajrs, due re¬ 
gard being had to seniority and provided that 
replacement for the first time shall be made by 
ballot. A member whose term of office has expired 
may be re-appointed. 

(3) By a decision of the Board of Directors and with 
the approval of the Minister of Finance, one addi- 

. tional temporary member may be appointed in the 
absence of any member by reason of prolonged 
sickness or travel whereby the interests of the 
Bank may be affected- 

(4) An annual remuneration shall be given to mem¬ 
bers of the Board as follows:—- 
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Artiele 2- 


Article 3 





General Manager and . Chairman 

of the Board • • 120 

Non-official member . - 200 Dinars 

Official member . - 100 Dinars 

The mann er of payment of such remuneration 
shall be prescribed by instructions to be issued by 
the Board. 

Meetings of the Board of Directors. 


( 1 ) 


(2 s ! 


( 3 ) 



The Board will meet, on the proposal of the 
Chairman, as often as the interests of the 
require and not less than once a month. 

At least three members, one of whom shall be the 
General Manager, shall f oirm the quorum. In the 
absence of the General Manager, the members 
present shall choose one of their member to be 
Chairman of the meeting. Decisions of the Board 
shall be bv a majority of votes and in case of an 
equality of Votes the Chairman shall have a 

casting Vote. 

A special record shall be kept of the deliberations 
and decisions of tlie Doard which shall be signed 
by the Chairman of the meeting and by all the 
members present; and a copy of the minutes shall 
be sent to the Ministry of Finance within seven 
days of the meeting- The Minister of Finance 
may require that any decision taken by the Doard 
be reconsidered if in his judgment it endangers 
the interests of the Dank, provided that this 
demand be made within seven days from the date 
on which the decision was notified to him. Any 
such decision shall not be carried out until it has 
been reconsidered by the Doard and duly approved 
liv it for the second time unanimously. 


Finances of the Bank. 

The finances of the Dank shall consist of the follow- 

• * • • •* • 

ing:— 
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(1) The capital fixed and provided by the Government 
under Article 3 (1) of the Law for the Creation of an 
Agricultural Bank No. 18 of 1940. 

(2) Brofits accuring from agricultural advances, commi¬ 
ssion and agricultural undertakings. 

(3) Sums which the Board may decide to borrow with the 
approval of the Government. 

Article 4.—The Bank shall be a juristic x^erson qualified to 

conclude any kind of contract, and to acquire and 
dispose of movable and immovable properties for the 
conduct of its business and to institute x>roceedings in 
all coui’ts, x^rovided that the Board of Directors or its 
chairman or any of its members shall not be x^ersonally 
liable in resx^ect of any act done by them in conformity 
with these Regulations and the Fundamental Statute- 

Powers of the Board of Directors . 

Article 5.—The administration of the affairs of the Bank shall, 

in general, be within the competence of the Board of 
Directors and shall include the following:— 

(1) To open and close down Branches. 

(2) To authorise Managers of Branches to consider the 
grant of agricultural advances of all kinds, x>rovided 
that the amounts of and manner of granting such 
advances shall be determined by special instructions 
to be issued by the Board. 

(3) To appoint committees and experts at the Plead Office 
or in Branches and define their powers and replace 
them by others in such manner as the Board may deem 
to be in conformity with the interest of the Bank. 

(4) To Yyrepajre and sanction the annual budget of the 
Bank sufficiently before the beginning of the year and 
to send a co]ry thereof to the Minister of Finance. 
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(5) To sanction the Monthly Balance Sheet of the Bank 
within not more than seven days after the close of the 
month to which the Balance Sheet relates and to 
sanction the final accounts of the Bank at the end of 
every financial year- 

(6) To institute a Provident Fund for the officials of the 
Bank and to invest its monies. 

(7) To appoint, dismiss and suspend officials and 
employees and to fix their salaries and remuneration 
and the guarantees which are to be taken from them 
when necessary and to determine the conditions of 
service in the Bank and the discipline of officials and 
employees, according to the proposal of the General 
Manager. 

(8) To enter into loan agreements and to issue negotiable 
instruments. 

(9) To prescribe the institutions with which the Bank 
may transact business and the conditions relating 

thereto. 

(10) To undertake the construction and repair of buildings- 

(11) To purchase properties far the Bank and to sell 

movables and immovables belonging to the Bank, 
subject to Article 6 of these Regulations. 

(12) To spread debts due to the Bank over instalments 

or to postpone such debts against interest to be 
collected in advance or at a later date as the Board 
may decide, and to write off any irrecoverable 

debts. 

(13) To effect a compromise in respect of any right or debt 

and to abandon litigation and to agree to refer any 
matter to arbitration. 
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To make suggestions for amending the Internal 
Regulations and the Laws and RegLilations governing 
the affairs of the Rank. 

To deal with all other matters referred to it by the 
Head Office or, through that office, by the Branches, 
and to take decisions thereon- 

To delegate all or any of its powers to the General 
Manager, subject to such stipulations as it may 
decide. 

Decisions of the Board entailing the write off! of any 
sum or the conclusion of a compromise purporting 
a write-off (excluding amounts not exceeding 25 
Dinars) shall not be carried out unless approved by 
the Minister of Finance. 

Powers and Duties of the General Manager . 

Article 6.—The General Manager shall carry out the decisions 

of the Board of Directors and exercise all the powers 
delegated to him by the Board- He shall also represent 
the Bank in all matters affecting Government depart¬ 
ments or other institutions and persons and, may in 
this capacity, exercise any of the following 
functions:— 

(a) To sign all letters and communications issued by the 
Bank and all bonds and other documents. 

(b) To attend in person, or delegate another to attend, all 
Government and Semi-Government Councils, depart¬ 
ments and institutions and represent the Bank in 
suits filed by or against the Bank. 

(c) To sign, together with two other members to be 
selected by the Board of Directors, loan agreements 
and negotiable instruments. The Board may also 
determine the type of bonds and other documents 
which must be signed by one or more members in 
(tonjunction with the General Manager. 


(14) 

(15) 

(16) 
(17) 


30 . 


V 


(d) To approve the grant of agricultural advances against 
a joint guarantee, advances secured by movable or 
immovable property or advances secured by establi¬ 
shed rights in immovable properties, and advances 
against Government guarantee, in cases where the 
amount of the advance does not exceed 400 Dinars. 

(e) To deal directly with applications by borrowers for 
the settlement of instalments of agricultural advances 
which have become due, whether for the receipt of a 
part thereof or for the postponement of the whole if 
there is any justification therefor under the laws and 
regulations in force- 

(f) To consider the sale of immovable properties which 
alre under attachment by the Dank and the owners of 
which have failed to repay sums due from them on 
account of advances and have not applied for settle¬ 
ment thereof in accordance with the laws and regula¬ 
tions in force; and to make bids for securities which 
the Dank demand to be sold by auction as a result 
thereof, provided that the amount of the bid shall not 
exceed the amount of the advance and the expenses 
incurred thereon. 

(g) To appoint, discharge or suspend officials and employ¬ 
ees whose salary is less than 15 Dinars and to inflict 
disciplinary penalties on them. 

AJrticle 7.—The Doard of Directors may decide to sell any pro¬ 
perty the sale of which it considers to be more advant¬ 
ageous than its retention under its disposal, provided 
that the sale shall in the first instance be made by pub¬ 
lic auctions on conditions to be prescribe by the Doard 
and also provided that if the object of the sale is real 
property which had passed to the Dank from any 
debtor, the first owner thereof shall have the option to 
retake possession without auction provided he pays 
all the debts outstanding against him together with in¬ 
terest thereon and the rental and other expenses up to 
the date of repurchase. Such option shall > however. 
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lapse if the first owner does not apply for the purchase 
of the property within three years from the date of 

its transference to the Bank- 

(a) No loans shall be made to membetrs of the Board or to 
any of its senior officials (as may be prescribed by the 
Board) or to any of their relatives (i.e. relatives ot 
members and senior officials) up to the 3rd degree 
whether such relationship be by blood or by marriage. 
Similarly no loans shall be made to any of the officials 

or employees of the Bank. 

(b) No property of the Bank shall be sold to those men¬ 
tioned in paragraph (a)* of this Article. 

(e) Persons indebted to the Bank shall not be appointed 
as members of the Board of Directors nor as officials 
or employees in the Bank in any capacity whatsoever. 

8 —Auditors shall, by a decision of the Minister of 
Finance, be appointed to audit the accounts of the 
Bank and pass the annual Balance Sheet. Pie shall 
also submit a comprehensive report thereon to the 
Board and to the Minister of Finance. The Board 
shall enable the auditors to have access to all vouchers, 
registers, information accounts the annual budget and 
the Statement of Profits and Ijosses. 

9 . _The financial year of the Bank shall commence on 1st 

April and end on 31st March- The Board shall, at the 
close of the year, prepare the final accounts and submit 
the same to the Minister of Finance for perusal to¬ 
gether with a comprehensive report on the working 
of the Bank during that year, within not more than six 
months of the close of the financial year to which the 
final accounts relate. 

10. _These Regulations shall come into force from the date 

of their publication in the Official Oazette. 

U._The Minister of Finance is charged with the execm 

tion of these Regulations. 





I am attaching, hereto, also A—admant No. 1 to tha Project Arrangement. 
Thia amendment ralataa to tha financial proriaiona for tha project both by 
TCA and tha Agricultural Bank. Since financial arrangements are aubjaat 
to change from tin to time, it haa bean fbund batter, in practice, to add 
proriaiona for them aa ajuenrtraente to tha baaio project arrangement. Aa tha 
TCA oontrlbutiona to the project, I hare, in thia Amendment, provided 
53,500 for the purchase of an automobile for use by tha U.S. project super¬ 
visor and to provide him with a small sum to be used for purehaee of 
needed technical supplies in the U.S. 

The estimates of the oosts to the bank hare bean made up on the basis 
that funds should be provided initially for two years of operations. 
estimates may be high or low and the bank will need to give careful con¬ 
sideration to the amounts suggested. The field party will need offlee 
space, utilities, furniture, typewriters, mimeographing machine, office 
supplies. Ample provision must also be made for travel and per dims, 
because the project supervisor and his two assistants will spend a great 
deal of time in the field. I have, therefore, provided for the purchase 
of an automobile as part of the Bank's contribution so that the party 
may have two oars at its disposal. 

Since it sometimes takes months to recruit a specialist, I shall be 
pleased to have the Bank give this project arrangement and amendment as 
prompt attention as possible and shall bo glad bo call at the Bank to 
discuss them with you at any time. 

So that he may be informed, a copy of t.^iia letter and its attachments 
have been sent to the Minister of Finance. 

Sincerely yours. 


Conrad H. Haramor 
Chief, Agriculture Bivision 


Enclosurest 

As mentioned above. 


CHHammar t rmsb 


PROJECT AmM&WSNt AO. . 

FlOJiST TITL-j* RBfStriSSD ACRlCULTURAL CREDIT 
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Pureuant to the General Agre ament for Technical Cooperation between the 
Gorornaient of Iraq and the United states of America, dated at Bmghdad , Iraq, on 
April 10, 1951 » becoming effective <m June 2, 1951, and eubeidlary to the Agree- 
'"«nt for a fooparative Fronrsa In Agriculture embodied in the eoeehonge of notes 
between the two gr> vc r» wi s nt a on N ovem b e r 19, 1951, and ■aireh Id, 1952, thie "re¬ 
ject Arrangement is antereS into between the Govsrresent of Iraq, repraeonted by 
the Ministries of Foreign Affaire and Finance, and fch© Technical Cooperation 
Adwini»tration of the United Statee r J«ba»oy In Iraq, represented by the r irector 
and the Chief, Division of* Agriculture. 



Among the objectives of the agricultural ;jrogrsun for Iraq, are Use irerortanfc 
cwwa of greatly Increasing farm production and improving the living atandarde 
and sooiftl status of th© farmers. Credit aan be used for both these porpoatm 
and is Inde<rt! widely oo used in countries with highly developed ays tans of tech¬ 
nical agricultxire. To increase their production orsi Improve their Incoewa, 
farioro in Ira.; <*rjd everywhere need credit to buy tools, raachiiwury, su»;«pllee, 
liveeboek and for Improving such things am irrigation, tircificge, farm housing 
and the like. There can, in f iCt, be no doubt about the advantages of credit 
■under the rapidly expanding >. jrieuItural progre-ra of Iraq, but getting f^rBers, 
who for the .-sost ;^rt have little experience in using credit, to empLoy It con¬ 
struct ively will require a urogram of training and supervision along with the 
credit, Fortun? • i ely , many ooun" rioa faced with rsuoh th© saree prohlaa used 

supervised fam credit very successfully . f r*i the procedures for granting *nc? using 
s»ueh credit arc wo 11 e»fc*bl It is the a b.Jmeti vn jf this project to initiate 

& urogram for supervised fara credit for Iraqi farmer®, in certain selected denon- 
ntratiecftl arvie, &» a rae&ns of training then in the use of this important instru¬ 
ment for economic progress. 



The Agricultural a*nk already makes msrgr kinds of loans to fanaers m? the 
granting of su .ervieed furs credit lor ns Is to be aw into --ml though additional 
part cf the Sank * s ;rogran. These supervised ferra loans will le granted under 
the following cIrcim*tames aw' ~roe*aur»«: 

1. The Rank !wx: the I©«hnic/;.I. Cooperation Admin Int rat ion will select one 
or ivore behiyes in which to n&ka t,ho»e loans and carry *r» the dCBKmst rstions. 

The tahlye (or hahiyao) selected shall be one In whlot;, there is a largo nunhor 
of ohulII farsere who either own their laarte ?r w'jo rent lends tauter & specific 
leasing arrangement • 

2. I cans are to be granted for Purposes of increasing production and to 
facilitate the piarcphaao of land but ;.re to bo granted only to snail fan*era who 

are unable to obtain credit from ccnwwrcioJL credit sources. 

3# Project direction shall, bo provided by a TCIA credit specialist working 
under the joint direction and ou.vorviaicw’; of the t iroctor of the Agric-.; 1 turs 1 7tey& 
arvt the Chief, r ivisdon of ; grlculture of the Technical Cteopar-vtion cfesiniatrutlon. 


4. Special regulations governing the granting of the loans shall ba worked 
out Jointly by th* Aagrlntltural 3s nk and the Technical Cooperation Adndnist ration 
and shall cover such amt tars sat 

a. Type* of loans that may ba granted. 

a i^ibl. ity of borrower* and appraisal of aaeurifcy. 
a. Sise of loans; lr: total a?»d in relation to a oo uri ty offered. 

Period of loan and ruloe pvoming renewals. 

Matas of interest to ba charged, 
f. Rules sorarrinc use of loan funds. 

Mepaysent oo.n tract and Tococurea. 

h. Mules ^governing pledging of aecurlty and action in oaeo of 
delinquency • 

5. Monthly progress reports covering operation* under the progrtas shall ba 
-mid* by ths Project Supervisor to the A^rieultursl li&nk and to tho TeChnicn 1 Co¬ 
operation Admin 1stration and, at the end of each year’s operation, a Surrsery re¬ 
port s^all be prepared. For the preparation of these reports, the Sank shall 
guarantee the rojact 'upervinor access to pertinent records of the Bank. 

6. before inauguration of project operations, the reject liupervioor will 
propose, for the approval of t'e Sank and tho Technical Cooperation Adtoiniatratlon, 
an appropriate sat of records and forms thef shall he rmint&ined in connection -..-ith 
r?uch operation*. 

7. r»ration of the reject shall, at all ti'iss, be such as (»' to saucinise 
It® value as a pilot project, and (b) to train Iraoi specialists and assistants 
so (Mt theca t»».y, themselves, as • ?uiefcly as possible, take charge of similar 
orojeets in abhor ad&s or Hahiyas. 







The Technical Cooperation Ada&nl sbration shall provide personnel as follows 

for the ^rejects 

One ^specialist supervisor skilled in the field of supervised 
agricultural credit. 

T;;e a grleu 1 tura 1 Ilcnk shall provide personnel for the reject as follows t 

Two assistant credit supervisors to work under the direction of 
the :?..'■•* specialist on the supervised af-yiCultural credit project 
and who shall be selected with the prospect that they will, as 
quickly f.o possible, beoonw supervisors for similar projects in 
other adas or Hahiyas. 


n»» t»rra of Mil* snail b* :<•«*!** eospatod frs*« the *rriwl of 

t.'^J .-■. specialist «u . vrviaor uri tsuitj&e t tc? tb« availability of fwndtt apprap* 
r.t*tai aad alloi*t*d ta the "Technlaai Ceap»rati»n ilflaic-n to Iraq* .i*rv.ni*l. 
of tft* {*r-tjoet fo»y bo tak«n up *t th» «UI of althwr tin XA or feho .igriou’turol 



Upoa aabatantial eowp-Veti mi of thlo pwjort* at OoKipletfxwj i4a«oras»dtt» *b**ll 

b* jointly prop-trod by appropriate r»«reaentatiw* of the Vital :#y*k of 

tho .-irtiotn* of t'itutfw* and ti .* ,«iaal evaporation ^4a4r<ietrati«>n* tch 
pan-dOK ebaXX proviso & mwd of wor« dove* the abjo*tir<*«. nought to bo 
achieved, the stA,i«&lltw® %nd*» the ?robloa» roawtotiK), and tiw* related Ustt 

It aboil b« bh* t'oopowjiii'ilSfc:’ - <»f tha iilnlotry of f’i.nanna to ooitimo 
the work inattgw-itod in this imjcafc * < mat&asamt* 



»ht# rojoat •-.rrarjEO'-awit bean dlssuttMd And dovo.lapod with tiw i^iroator 
of the '■jrirlO'.i. tur*l dank wfee In i.uw., -.ilacwsaod it with the :;«ird of 

i rectors of th* flank and with tho Mnietor of Flrvnnoo* it ba» boon approved 
fcy tha Chip f # -vgrlauitar* -ivJ ai on* and by the XtroOior of the Teehnloal. 

-<»©j[■.‘vr.*tinni lesion to Iraq of the 'aihnlMl Cooperation (dr.U»l*tf»tl«»» 


Technical '“lOopWiiittan S'L&iA PV 
«?. «© i * JJLstffc f^rnlsh^t by X < this t.- 

travel and for of tx* 

d<- >1 Hie f frxiliy * 


salary of th« grodlfc 

«mi'l «b«Xl p*y of fch# Int^rw 

hou-s^holc* c*ff*>ytc of p;ich rc? 4 &t*li 8 fe 


rj r 

4 % * -a. 


C-m 

' ,r ‘. 1 


H - 


« i 


r.xr*k sh*JLl • rovlslo offie* »*e *-•*&:* ri*JL &n 4 

rwirieutt im i ah&li *.*t&n*S travel e>vemKs I -ft .1 na^ for 

•^eixliet wMli travelling out«ld3 ht» w*isno4 : otf't# 


hr? *.^.ri^ V-rP^l .'link n.^%11 jr-^y *aiaLi^ r # ajiio*«J2irio?«» f p^r 

ot.'Mr Jii>j. v Porrl*tM» costs ov Iruql $ng*i£oc$ o«'i t»hl» ; - 




‘>COP«^3V tnv.?l \>utaii« Ira-; »hail b» r^rfor^id in aoaor ;v.c^ i»lth arrw,«^ 

w.^yi <,;utu«U/ V> U>, «ao»' lAaivlde^l c i v^a# 


wvidnd, Ji^var, thitt Vho f^dft aXXoo^Wri t»hlu ."•r^jvc't, ^thor tivo«o 

f^r Mkluriw a#s?i ^XL-ovanr.os of ?C^ pn>J -«t jm£*rvi,s**r and l^hie 


ssvci.Ziil.xb, 0 hA.Il i>» aubjeot of m 4 MiMHndMtfi 4 tbi» £-pcjort 
arrv^^-ant n^oa 'vss ^£»uat of fxawS© available for W» purp^»* known• 
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July 3, 1953 


Mr. Akram Zainal 





Baghdad, Iraq 




OP'* 





X am 
for your 









is now required 
getting work 


by 



herewith, a copy of a draft project 

as the next step toward inaugurating 
credit project between your bank 
Administration* A concurred in 
TCA authorities in Washington as a 
lly under way. 



a 

the 



means of 



between 
have a 


You will, find that this draft project 

as possible the discussion that 
this matter* However, it 
on toe ground to work 




us in 





Bank on 



the 

4 






has already gone 
to us better 
with you and 
as noted 


on 
to 
the 




of the H Plan of Ope rations • n 




The specialist, when he 
Robinson of the MLri Sirf hand 
Iraq for the better part of a 
supervised credit having worked 
Administration in the United 

* 

understanding of Iraq Agriculture 
directly with the Bank will, I 
satisfactory set of loan policies 



, will have the help 
Development staff who has 

Robinson is an 
years with the F&rs 
and has already 
The two U*S* 
be able to work out 


of Mr* 
now been 



in 



for 





a 






a very 



Project 
Ministry of 




If you concur in this 
it transmitted through the 
with a statement to that 
the concurrence, we will take steps to 
for the project* 

Office note of concurrence 




, will, you 
to the 





have 
Office 
of 





has been se 


recruit a credit 
started until the 
t to this office* 




I ai 







This amendment 
for the project both by TCA 

are subject to 
in practice, to 
project arrangement 



found better 

4 

to the basic 


, Amendment No* 
relates to toe 

the Agricultural 
from time to 
add provisions 


1 to the Project 









time, it 
to 





the project supervieor 
deal of time in the fi 


X have, therefore 
part of the Bank 


p provided for the 
1 s contribution eo 


that the. party may have two care at its disposal 


• • • * 

' Since it sometimes 
shall be pleased to hav 


\ •% 


So that he : 

• ^ % 

attachments have 


i the bank 
attention 


to recruit a o; 
e this project 


, X 


rmea, a 
to the 


of this 
er of F 


Enclo 


s$ 


* 
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As mentioned above 


cci Minister of Finance 



•I 1 
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REGARDING AMENDMENT OP THE CONTRACT OP THE 

THE AGRICULTURAL BANK OF IRAQ. 






A 


KM/ 7.3 








/ 


REGULATION No 



f 1951 


TO T HE REGULATION OF AGRICULTURAL BANK No. 40 of 1947 


Tn accordance with -the article (7) of the law Tor the establish¬ 
ment of Agricultural Bank: No. (18) of 1940 and. purusent to the pro¬ 
posal by Minister of Finance and with the approval of the Council 
of Ministers we order the enactment of the following regulation:— 


Article 1- The words 


No 

M 


40 of 


H Two years 
(3) of the 
1947 be del 


“ mentioned in the paragraph (B) 


deleted and replaced by the words 


Article 2- This regulation shall come into force ftom the date of 

its publication in the Official Government Gasetti. 

Article 3- Ministers of Interior, Finance and Justice are charged 


Mads 

the 17th 


with the execution of this regulation, 
at Baghdad this day of 17th of Rabia El Awel of 1371 and 


of Bee. 1951 


Noori El Said 


Mustafa El Umeri 
Minister without 


Omer Nadhmi 
Minister of 

Majid Mustef 
Minister of 


Mohamad Hassan Kub 
Minister without p 

Shakir El Wadi 


Jemil Abdul Wehab 


Abdul Majid Mahmood 
Minister of Economic 


Minister of Communicate & 
Works And Acting Minister 
of Finance 


Minister of Education 



“ One mil lien Dinmr»" mentioned in -the 
Cl) ef article (3) of -the law No. 18 ef 
in article (1) ef -the No. (45), ef 19 


AMENDING THE REGULA TWON OF THE A 



KM/7.3 
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AGK'XCULlUfiLET 




Number (45) year 1950 


Amendment, or Agricultural Bank’s law year 1940 





Upon the agreement 
establishment or the 




the lower 
law# 



and the * Senate, we have ordered the 



( 


— The phrase reading (rive hundred thousand 
or article three or the 
million dinar) 


bank’s lew is to be deleted 


dinars) or paragraph 
and substituted by 



The rollowing paragraph 9 is to be added to the end or the second 


17— fending the cotton’s 
to each merchant or 
the cotton f s value which 
which the bank’s rights 





ounts not 
in a 





more than (7,500) dinars as 

not more than 60 % or 
in the gin—house and through 






— To add a second 
es third para# 


paragraph to article three and its second para 


or 



to para* (a) or 
by issuing stocks or 
by the counsil or the 
, whether these 





by any 

t 




three the e 

other method acc 
irectorate and 
were insured by the government or no 


bank is to 
ording to the conditions 

by the 






to be 



— The phrase reading ( 
and substituted by (a period 



) or 

not \ 



. (2) or article nine is 
than three years) 






or in the orricial paper 







Article six — Minister or Finance will implement this law 


Written in Baghdad, the twentieth or Sha’aban year 1369* 
The rirth or June 1950. 


Abdul—Karim Uzri 





Abd El Illah 
TowTik El Suwaidi 



J 

Number (6l) year 1951 




Regulation amendment of the Agricultural Bank No* (40) Tor the year 1957 



article (7) or 
year 1940 and 

t 






or Agricultural 
to the 

agreed on it*We 




ordered to establish 



— The word (two 
or the Agricultural Bank 1 s 
and substituted by (three 



) which is in 
regulation No* (40) 

). 




(b ) or particle 
1947 is tojdeleted 





— This law will take errect firom the date or its publication 
he orricial paper 


Article three — Ministers or Inter!or,Finance and Justice 
this law* 


will implement 


Written in Baghdad on the seventeenth or Rabi A1 Aval* Year 1371* 
And the seventeenth or Dec. 1951* 


MustaTTa A1 TJmary 
Minister without Ministry 


Abd El Illah 
Nuri El Said 


If 



Muhamed Hassan Kubba 
Minister without Ministry 


Qnar Nadmi 

Minister or Interior 




El Wadi 
or Derence 
minister— or - To r 






Dia Jarrer 




or work 


. tjo^a 




Abd A1 Majid Mahmood 
minister or Economics 


Majid MustaTra 

Minister oT Social aTTairs 


Jamil Abd El Wahab 
Minister oT Justice 


Khalil Kana 
Minister oT Education 


Published in the Iraq Gazette * No* 3049 In 27—12—1951 


^ <3 J 






the Senate , we have 








dment 



of Xaw Number 
law Number-(45) 



(18) 
year 950 



(one 1 
1940 which 
is to be 


ill ion Dinars) in para, 
is amended in article 

and sustituted by 



of article 
of amen— 
(Two million} 



Article three- This law 
l n the official paper. 



will take effect from t he date 


of its publication 



Written 
the fifteenth 


Baghdad the eighteenth 
March 1952• 




Year 1371. 


Dia Jaffar 

Agent of Minister of Finance 


Abd-El Illah 


Nuri El Said 
Prime Minister 


Published in Iraq Gazette. 


No. 3075 



C 3 J 



Upon the agr 
the following. law 


agreement of the lower House and the Senate,we have approved 



dment 


of law Number 
Law Number(45) 


Statement reading (one million Dinars) in para* one of article 
Number (18) year 1940 which is amended in article one of amen— 
er(45) year 950 is to be deleted and sustituted by (Two million^ 


Article two — i 
shall be drawn 


amount to that 
reserve of the , 


of unpaid up capital of the bank 



from the reserve of the general treasury • 

This law will take effect from t he date of its publication 


In the official paper 



Minister of Finance will inplement this Law 


Written in Baghdad the 
the fifteenth of March 1952. 


eighteenth of Jemadi The Second, Year 1371 


Dia Jaffar 

Agent of Minister of Finance 


Abd~El Illah 

Nuri El Said 
Prime Minister 


Published in Iraq Gazette. No. 3075 • 


r ^ 


KJ*J 


No. (3) Year, 1953 



A mendment of the Agricultural Bank’s Regulation No. (40) year 1947. 


According to arctic 
ment Number (18) year, : 
of* Finance and was agre< 
establish the Following 


article seven oF law 
ear, 1950 . and accor 
agreed on by the Mi 


oF Agricultural Bank 


to Ihe prop 
r's Cabinet 


me ■ s e sxaoiisn- 
1 oF the Minister 
We ordered to 


Article One — The Following state 
paragraph (a) article '( 13 ) oF the 
(4@) year* 1947. 

( 56 ) percent oF the machines 


Article two — This law 
•^hereoF in the oFFicial 


ent is to be added to the last 
agricultural Bank's regulation 


part o F 
Number 


and the agricultural equipment 1 s value 


will take eFFect From the date o F its publication 



Minister oF Finance will implement this law. 


c >J 




II 


■the 







Agreed in its 




decision which 
(5) of the 


X— The Ministers 1 Cabinet 
meeting held in 16 — 5—953 to 
contract and to be substituted by the following 
5.The Bank should raised 
when its precautional fund beco 
bank should pay to the general 
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Article One — Article eleven is to be deleted from the agricultural Bank 1 s 
Regulation number 40 year 1947 and Substituted by the following. 
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Article three— This regulation will take effect from the date of its 
publication in the official paper. 

Article four — Minister of Finance will implement this regulation. 
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His Excellency 

All Iftuntaz, 

The Minister or Finance, 

Baghdad, Iraq. 



Technical Cooperation Administration, 

474 Rashid Street, 

Baghdad, Iraq, 

May 23, 1953. 



X am writing about the proposed project for Supervised Agricultural 
Credit now being negotiated with the Agricultural Bank, but having Just 
read your Budget speech to Parliament, ask the privilege or adding 
my own compliments to what must already be a great round of applause* 
Recognizing that I may be expressing cyself somewhat In cliches, I 
hope you will, nevertheless, believe me wholly sincere in saying that 
the speech was not only comprehensive in coverage and constructive in 
approach, but indicative or an unusual grasp or the historic stage or 
social and economic development here in Iraq* It was, for these 
reasons, one or the finest instances of a statesmanlike approach that 
I have encountered since I have been in the country* Leadership such 
as yours is one or the best assurances that the Government or Iraq will 
continue strong* 




and 
two 
I 





As far as the report to you or the 

, I a 

Director Zainai had obviously made a 
basic reports on the matter that we had 
that you will reel that this project 
, when it is Implemented, is an 





3 of the 

with it* The Board 
intensive 3tudy or the 
to then* For my part, 


ent 









i> 



and economic reform" emphasized in your speech as one or the three vital 
principles upon which your budget presentation was based* 
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474 Rashid Street, 

Baghdad, Iraq, 

April 29, 





Dear Hr* 




My letter of* March 26th 
ment in Supervised Agricultural 
by the board of the Agricultural 
agree that this project can be 
small farmers in Iraq in the 
ultimately the raising of tl; 



Credit 




a draft project arrange— 
to you 

We are sure that you 
the basis for assisting many 





of their production and 
standard of many people 




I understand that the board of the Agricultural Bank met 
last week to discuss this project arrangement. My office is, 
of course, very interested in starting this cooperative project 
in Supervised Agricultural Credit as soon as your organization 
feels that cooperation would be profitable. 



May we expect 
important n 


to hear from you soon with regard to this 






Lewis H. Rohrbaugh, 
Director of Technical Cooperation 
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TITIiit oOPE3W33Q3 *BfflCUUl8Al. CREDIT 


Parscent to that General A-gsraesssni for Technic®! Cooperation botwsfon the 

L*t*i ~ -’.V 0 oi. I ^ —il^Ct t» *0 i.ffoib wd biottl*??!! of AS£iOrI.C^i dftbed law Uflad, A-r^C .^5 

ob April 10g 1951* b©seesiftg affective on Jone 2, 1951;; and subsidiary to the 
A^raesMsat for a Cooj^-atS.'s:® Pr®®**®® in ngrioultur® ssbodied La the «x&b.&r.tpo at 

be'twswssri the tw govermasite m hoveuafcwar 19. 1951 B aad hareh 18. 1952. tfci 


Project -srrar^CKfinb is Entered ittta b-sstwoen th« Ckrv«ro*»til af Iraq* represented 
by the tiinisirleg of Porvaign Affairs and Kinanee, and the Technical Cooperation 
A<feai«A»trs.tian of tbs United ttt&tss *tsbassy in Iraq, rojs*OttW®t«d s»y the ijirssstor 

of TeehniGal CosM©ra»fcl<s» and bfc® Chi «T 9 of /igrieuliur*. 



Ked®r»±«ia& Us© f&rEsiag of Iraq and ©nscnuMaging fora tmaershlp by purohas- 
win require a groat ly atbsirged as© of a^rie^ltoral «r«KLi& a Credit is 
needed for buying agricuibundL jssschiseiya purchasing supplies, livestock and 
better tools, for ia^jrariiig noc®jUig . 5 irrigation and drainage «*, farsss o»d for 
purchasing land for the estaddijahsuiit of nmt faraso or the ®zU.arg«ja®i«t of ««±©t«» 
iaS f&rmx feco asaUL for «ffiei«afc operation. Propasr use of eupewlaed agri¬ 
cultural. credit is crate of the beet EWtiiods for introducing 


i®chj3ii.u«is aud 


astfioda in agriculture, axoao jnwfc assw jisathode of practices require th® iea of 
additional funds, % the iatrodssctioa ®f ithproved assthodss and practices* it 
will be paasible to iaics*»*as*> per acre productviea and iinprov® the standard of 
living of the famsrs. The probles* sdnsrefor®* is to cucpand tbs use of agri¬ 
cultural credit in Iraq in such a msm^r that its use will actually iocrsaeie 
productiosi «nd mis® 'Standard® <of living* 


Uzzs'upsr vised loading to assail far® s-psr&toro has resulted in forcei«swr®s 
In as sc&ny «ts 50 par cent of tks c&soa and doos not appear to hove served of- 

fectivoly aa a asana of Ittcrsaaifig production and raioing standards of living 

on sntssl X Camas, T'o achievs those results thsxwsgh th® «sa ®f credit, tko credit 
fisaat b® giv»Js zsndes” oonditiona of cl»a® gw>ervision . 


S 


npenri®e4 &grie-.,ilbur*l credit is fas* the hetaafii of assail or fdssdUjr—siias® 
f*r?a opwratws psi&aeanxng little aMWitgr aisd laakiag svif flciont oienag&i'lnl 
ability to benefit and grow through bhet «ae of raoraal credit a The a^oivi.aicrs 
and giiidajyso in the usa of torrawsd funds is. therefore. » fora of suteaidy to 
the class of borrowers for which this typ* of credit is appIJLesbly e Th© super 


vision «MX5j*?asates for the borrowers* deficiencies ia property *xt& tmm&sarlal 
ability. 


The object at’ this Ps-aject is te Introduce into Ij-sq or, « d«Bsaii*t3*«M,ein 
basis the nsu» of guoarvleod agricultural credit as e mans of instructing snail 
fer&ere in this powerful inratruKwat fear Inemaing fens product!oc sad inccMSp 
•aeosrosli^' imapendanst ownership of mamll tans, and raising standards of 
living «a fcfec fanss. 


^3 


imCIASSIFXSD 


2 2 

TDS2C 176 

Baghdad 


t& introduce euparflsed agytejaltor&l credit* into Iraq* fcfe© follewiag shall 
be undertakes! jointly by the Agricultural Bank of Iraq and the Technical Co¬ 
operation Administration in Iraq, to the «afc«mt ©f fbads, services, facilities, 
supplies sad equipment provided pursuant t© thi® arran®aaa«nt. 


iEfisHEl 


One saf two dadaa shall to* selected in which snptsrsisad agricultural Xcssns 
will ba Kaucteo The Q&da or c^adae selected shall have a considerable masher of 
simll far Basra «$&e oh n their land or who rent assail fans® and ■hSi© dssire to pur¬ 
chase© There should alao to land in toe vicinity which could be. pwrcfcesed with 
aam& borrowed uswler this Project. Tfca ^ a da or Qgd&st shall bo aelactod fey 
textual iwrrasmnt between the Agrie ulfeur&l Bank and toe Technical Cooperation 
Adseinistration in Iraq* 




A© th@ Technical Coop®ratien Administration shall provide os*@ qualified 

Agricultural Credit Specialist to take charge of field operations in the 
selected -^&ca or '^ada»« 


3. The %riculttaral S»«k shall provide two qualified Iraqi© to aerve as 
Assistant- Cresiit Suparvieor® i» the soleoted or qad&s© these assistants 
shall ba eslcctod with th<? prospset in Bind that they kLU« in ti m s th«ns» 
selves tocos® credit supervisors as the pjvsgrea is expanded to additional 
^adas« 




A© The Agricultural %r8c shall provide the funds to be lent under this 
project © 

3* The Agricultural Bar* shall pay the atfrsi nl stretive costs incidental 
to the operation of this Project, and shall provide suitable office facilities, 
secretarial acid clerical services in the Agricultural Batik and in toe Q&das 
where leans are nade© 

C© Tha Agricultural Sank shall preside all iioeeesary tr&v@l and brass- 
port at ion including subsistence and lodging while traveling within Iraq for 

the Agricultural Credit Sttpanri&er and the two Assistants. 

0. The United States Oovemnent shell pay the salary and allowances of 

the Agricultural Credit Supervisor end shell pay the eoeie of intematicc&X 

travel for hi» end hie fnadljr and the transportation of their household 
effects. 


UMCLA3hZ»l£X> 
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1* Ms&ther loej 2 E for production asr land purchase shall te© Bade cEssspt oa 
tbs basis of a far® plan approved by tite Agricultural Credit. Supervisor, The 
fans plant sfeall contain a s^&t^-amv-X ef parch*saa to b$ sauSs. with borrowed, funds 
and a rapoyHsat schedule* which schedule shall clearly shot* that tise loan is 
wifchia the awcGossie ability of the feorrowcy t© repay frees tho mnsal proceeds 
of bis far® operation. The borrower shall* fey his aigna&ia?® or a^uiv&lest, 
agra® to fallow ths fasras plan &ad repaysasjit schedule* Failure to adhor© fc® 
sueh for® phm and rspsyssaat schedule ©r to as® the borrowed fursd© fos? tk® pi «w 
saa stated in the plan shall ccsspriae nosi«ccs^liaae® with the loan agraeassut. 




(5a AogtftetjLons pertaining to aolleebioas of loans* ehs® dates fa©' ia&«r®st 
and prin-olpaX a and other jjcattors pertaining to tfc© adadjrslstr&feioK of repayrasMts 
shell be ie accordance with fcb« norsaal prosedare of the Agricultural bank bat 
shall ha stated clearly in fch® £&*sa pL&si* 




Tao Agricultural Jt&ak shall issue such rules or re^ulationc* wiihlst the 
fey«lai#» or other authority of the Bjusk* as ®egr be remitred to facilitate the 
efficient wpisratlsn of this Pyojaoi* 


VII» foreclosure 


Procedure® for cloeing cut loass by eussaary fsroeuasee because of failure 
to pay principal ©2* interest or substantial failure to follow tsitfe reasonable 
faithfulness fares plan in accordance with paragraph I above shall bw la ac~ 
cordan.c« with the norm! procedure of the Agricultural Sack* but shall he 
stated clearly las tha fares plan* 




This Project aiiall rasa for & tws of three year* free the date ®f it* 
accept mm by the OewrnHsnt of Iraq* but shall, be subject to the availability 
of approjari&tad funds frcra the Iran and the United States Govwrwten&s. 



The Agricultural Credit Supervisor shall prepare a report <sa the operating 
of tils Projact each six jsonfchs end submit such report to the Agricultural Bonlc 
and ifcs Technical Cooperation Administration in Iraq* For the purpose and 
preparation of such report* he shell have access to ell rsccrda of the Agri¬ 
cultural h*nk related to this Project and the loam involved therein* Suitable 
records shall be kept to enable s. cea^ai'ieoa to be rtsdo of the merits sf the 
supervised saeth od of agricultural credit as conptred to the satiating unau per- 
vised aietbod® 


Prior to the termination of the three-year tern of this Project* a report 
shall be jointly prepared by the Agrienlturel Bank atwi the Teehnioal Cooper¬ 


ation Ada! til atr*tion la Iraq which shall review the work dene* loans node* 


W3U3SIFIia» 


2 

It) ISC 17* 

BaghdU 


supervision given, rate of losses and foresloeuros, and which shall cvaleoto 
tho benefits and iiprmaKto in e^rieultunl production and living standard* 
of those borrowers under thin Project. 



This rro^sot A T TBngmm& 
tho appropriate officials of 
amt has b*en approved by tho 
of tho technical Cooperation 


has bean discuased and dsvelopsd jointly witl 
tho tfiniatry of Finance and tho Agricultural Bank 
Chief, Dirieian of Agriculture, and the Director 
AdadMotrfition in Iraq. 
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474 Rashid Street, 



H.E. Saiyid All Mumtaz, 

Minister of Finance, 

Baghdad, Iraq* 

Tour Excellency; 

This will con Finn several of the point s discussed in our con¬ 
ference cm Thursday, March 19. 

# • 

X Indicated that based on information from our Washington office 
it will be impossible for us to provide you immedlately the services 
of a specialist in land tax matters, with background in the Middle 
East* We discussed the matter of timing and you indicated that, if 
you knew well before the end of April that a specialist could arrive 
before then, the specialist would be most useful and that you would 
postpone preparation and presentation of the concerned legislation 
until then* You noted that if we could secure a land tax specialist 
without Middle East experience this would, though less preferable, 
be acceptable to you. 

% 9 W " • • • * ' 

You asked if TCA could provide you with a specialist in general 
fiscal matters: fiscal policy, tax systems, budgeting, economic 
effect, for a period of some months* I. replied that if we can secure 
a top flight man we shall be glad to provide his services, and that 
I felt we could secure such a man. I indicated I would explore the 
matter at once. 

• • • 

. • % 

As soon as 1 have word on the above I shall let you know* As 
you know, if we can provide these experts we would need, for conclu¬ 
sion of the arrangement, a formal request filed via the Ministry of 
Foreign Affairs. 

• a 

Especially interesting to me was. our conversation about plans 
of the Ministry and the Agricultural Bank for a credit program for 
the purchase of farms. When pur representatives have prepared for 
further consideration by the Bank the proposal, already discussed 
with the Director General, for a cooperative project for supervised 
credit for production loans and farm purchases in one or two demon¬ 
stration quadas, we shall look forward to going over this with the 
Director General and yourself, as Akram Zairial has suggested* 
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for loans are now In 
that as soon as you clear them the 
Agricultural Bank and the lending 
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can be released by the 
• This is a most inter 






May X say X again enjoyed the conference with you 



Lewis H* Rohrbaugh 
Director of Technical Cooperation 


«♦ 









aspects, I would 3 Ike to suggest 
ject which I suggested in slightly diff erent form to Mr. Kenneth Iverson of 
the Ford Foundation when he was here recently. 

I suggest a Regional Supervised Agricultural Credit Bank, or It might be 
called a Middle East Supervised Agricultural Credit Bank, to be established 
with headquarters in Baghdad and with branch banks In Syria, Iran, Jordan, 

9 Egypt, etc. X suggest that the bank be established on a corporate 
structure and be capitalized at not less than twenty million dollars. It 
should be so established that it could accept contributions from TCA, private 
foundations, UN Agencies, and other sources. The management of it should be 
so established that the participating countries could share but not control 
the management. The bank should operate through local lending agencies or 
banks as long as these agencies or banks conform to the specified lending 
procedure of the Regional Supervised Agricultural Credit Bank, the principal 
feature of which will be Supervision and Education in the Proper Use of 
Agricultural Credit. To a certain extent it would be a banker’s bank. It 
could lend to local agricultural banks, cooperatives, agricultural lending 
agencies of the direct credit type, but should deal strictly with loans to 
small land—holders for production, purchase and improvement• 
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Office JSAemorandutn 


TO 


Lewis H. Rohrbaugh 


FROM 


Conrad H. 



UNITED STATES GOVERNMENT 


DATE: Maxell 16 , 



SUBJECT: 





would be glad to help 

going to 





Ministry of 

the 



L Director of the Agricultural Bank and said that 
with the Supervised Agricultural Credit Project • 
the Date Project Arrangement up directly with t] 
will be taking Shull with him to that interview 
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STANDARD FORM NO* 64 

Office JSAemorandum 



UNITED STATES GOVERNMENT 


TO : Files DATE: March 5* 1953 

from Lewis H* Rohi-baugh ^ 

subject: Agriculture 

Agr Icultural Credit; 

2—28—53 Telephone Conversation with Akram Zalnal, Preside n't of 'the 
Agriculture Bank, and Lewis H* Rohrbaugh 


The preliminary draft of a supervised credit project was sent by TCA to 
Zalnal on the 27th of January. It was very much a tentative thing and was to 
serve as a point of departure for further discussion. We had not heard from 
Zalnal — this was a follow up call* 

Zalnal said that he had had to have the material translated and since the 
bank did not have a good translator he had had to do the thing himself and he 
apologized for the delay* He said he wanted the matter discussed by the bank*s 
Board of Directors. He said he himself was very much in favor of the idea but 
that there would be many people, frankly, in the country who would be against it* 
He went on to say that the proposal would cost the bank a good deal each year— 
somewhere around 40,000 pounds and they might lose something on it. And he also 
said that so many borrowers from the bank really wanted to be entirely free and 
to have no strings attached to loans* LR reminded him that first the proposal 
was merely a point of departure and sort of tied down on paper the things he had 
been talking over with TCA representatives earlier and that we wanted to go over 
them again before ary final action was taken* And he was reminded, too, of the 
basic nature of the thing—that the proposal was for a loan fund for Agriculture 
with the idea that the loans would be repaid and delinquencies might be made up 
from a guaranty fund, etc*, etc* It seemed to LR that Zalnal did not thoroughly 
understand the idea despite the earlier conversations* 



At ary rato, Zalnal said he was very much in favor of the thing and wanted 
to do it and would get in touch with TCA next week* He said he was going to 
. Basra on March 1 for three days and on his return hoped that within the week the 
Bank 1 s Board would have had a chance to discuss the project and that he (Zalnal) 
would then be ready to sit down with TCA representatives. I said .we were looking 
forward to hearing from him on it and talking it over with him. 
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474 Kashld Street* 

Baghdad, Iraq* 

January 27* 1953* 


Hr* Akram Zalnal* 

Director* Agricultural Bank* 

Baghdad* Iraq* 

Dear Hr. Z&lnalx 

Following the conversation of Hr* J* D* Hancock and Dr* Haramar 
with you In early' December, the two attached papers — the one on 
Supervised Agricultural Credit in the U.3., and the other proposing 
a credit project Tor cooperative implementation and administration 
by the Agricultural Bank and the TCA Mission to Iraq — were prepared 
The paper on the proposed project agreement Is not to be looked upon 
as a finished paper* but merely as one to open up a succeeding and 
more specific phase of a discussion between the TCA Mission and your 
bank* X am sure that you will wish to look the proposal over In con¬ 
siderable detail* and I hope that when you have done so* you will 
be kind enough to call me for a further discussion* Ke will then 
draw up a project arrangement specifying more exactly what the Bank 
and TCA shall undertake in the matter* 

I consider this a most important proposal and am most hopeful 
that it will provide the Technical Cooperation Administration an 
opportunity to work closely with you and your bank on a project the 
purpose of which is so significant for the many small farmers of Iraq 

Sincerely yours* 


Lewis H* Kohrbeugh 
Director* Technical Cooperation 


Enclosures 

As mentioned above* 
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^irst, th« borrower makes an application to the FHA* In this application, 
he not only states the amount of money that he wishes to borrow, but he must 
also give a list ot his assets and their total valuation and state that 
he e&nnot obtain the needed credit from the commercial credit agencies • The 
FHA then inspects the application and determines whether this is a bona fide 
request Tor supervised credit* Xt may even go so Tar as to recommend that 
the applicant go to a commercial credit agency and request the loan* That 
is, a great many applications are rejected because the applicants actually 
can obtain money without coming to the Farmers 1 Home Administration* 

The second step is for an agent of the Farmers* Home Administration 
to make a personal inspection of the property or the applicant and, at the 
same time, to investigate the situation or the applicant with respect to 
hie ramily relationship, his reputation as a farm operator and his record as far 
as credit honesty is concerned* 
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help or the applicant, a farm plan, together with 
up* This plan speeiries, in considerable detail, 
that shall be followed and the livestock complement 

with the farm, but goes also into the practices 
operating the rarm* There is usually encouragement 
to undertake a large amount or home canning and 
that the rarm may be as selT sufficient as possible, 
plan and a provision that when major amounts or 
on the loan shall be made* 



For security, a Chattell Mortgage is placed on all property or the 
applicant* This Chattel Mortgage Insures that when livestock or crops are 
sold, a portion of the proceeds will be applied on the loan* 


The loan procedure is, however, rairly liberal with respect to the 
granting or consumption as contrasted to production credit* Most or the 
loan must be used tar productive purposes, but where there is obvious 
need ror some runds to be employed for the purchase or consumables, money 
ror the purpose is also granted* However, loans Tor the purchase or consumer 
goods must be repaid quickly, usually within a year* Loans ror production 
materials and equipment may, on the other hand, run ror three and five years 
and, where circumstances justify, there is provision for renewal beyond that* 


Xn order to Insure that the bo rro we r uses the money for the purposes 
set forth in the loan agreement, the funds made available to the borrower 
are placed in a joint account in an appropriate local bank* Under this 
joint account arrangement, the borrower can withdraw the money only on a 
draft bearing his own signature and that of the County FHA Supervisor* 

This fact enables the County Supervisor to give detailed supervision and 
advice on al> , purchases and to see that the provisions of the farming plan 
are, indeed, followed out in practice* 


Ona other major type or R1A loan requires special mention: that Is, 
the so-called Tenant Purchase Loan* These T*P* loans, while si m ila r to 
the loans just described above, are also different In that they permit the 
purchaser to buy land and to enter Into a much longer term contract t h a n 
that provided in the case of the strictly production type of loan* These 
T.? f loans are made to tencnVs who have already established for themselves 
reputations for character and as good farm operators, but who do not have 
sufficient security on which to make a loan to buy a farm. These loans 
are also made under a long-term farm plan and under provisions for supervision 
assistance much the same, as far as farm operation is concerned, as are the 
production loans described above* In fact, great care Is needed to make 
out a long—term farming program and loan repayment plan under these loans* 

Because the loans are for long periods, the character and stability of the 
borrower and his family are also of extraordinary Importance* 

These Tenant Purchase -Loans have been a very significant factor In 
enabling young men to become owner operators and were made in great numbers to 
veterans after the conclusion of the last World War* There should certainly 
be a place for such loans in Iraq, but with a vigorous Miri Sirf land Development 
program In prospect, there is less need for these at present than, for straight 
production loans similar to those vh:. ch constitute the bulk of the business 
of the FHA in the U.S* If a successful program for these can be established, 
a program for tenant purchase loans can be added later* 

In the United States, a congressional appropriation is made each year 
for the support of the Farmers 1 Home Administration* Supervised credit, 
unlike conxaerclal credit, cannot be extended at a profit* The numerous 
very small loans made and the intensive supervision required to teach 
borrowers a respect for the supervision and assistance they are given and 
to encourage in them a real desire to learn how to use and repay their loans. 
Increase operational costs for beyond what may be covered by interest payments* 

In the U*S., these Interest costs to borrowers usually run about one 
percentage point higher than the fully secured loans of the Farm Credit 
Administration* The congressional appropriation to cover costs of the FHA 
loans is, in effect, a subsidy to borrowers from that institution* A 
similar subsidy would be necessary in any country using supervised credit 
if Interest rates are to be kept within limits that borrowers of such credit 
are able to pay* The subsidy must be regarded as a cost of education and, 
in the United States, has been Judged as being worth the cost involved* 
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This preliminary presentation of a proposal for a cooperative supervised 
credit project between the Agricultural Bank and TCA is Intended merely to 
open a more serious phase of discussion of the matter* The purpose of the 
proposal and the objective of* the project Is to introduce in Xruq, on a 
demonstration basis, a program for supervised credit as a means of instructing 
the many s ma ll farmers of the country how to use this powerful instrument 
for increasing farm production and farm family income* The Agricultural Bank 
will need to have available I *13. 30,000 as a loan fund and sufficient current 
funds to cover operating costs* TCA is prepared to provide a top—flight 
credit specialist £UKi a sura of 1 .D. 10,000 as a guarantee fund to pay costs 
occasioned by the failure of borrowers, under the program, to repay their 
loans* 


Background 

>oderhisdlng the farming of Iraq is going to re juire a great deal of 
agricultural credit* Credit is needed for buying inachinery, purchasing 
supplies and livestock, getting better tools and for improving such tilings as 
housing, irrigation, drainage and the like* Xt is an important wey also of 
introducing r:w techniques into agriculture because most new fanning methods 
require additional capital of one kind or another whether it is new and better 
tools, new and better seeds, new and better livestock and so. on* cietween them 
greater amounts of equipment and supplies together with better techniques 
of using th^ra are also the finest means of raising the standard of living of 
the farmers of the country* 

The use of credit has, furthermore, the great advantage that it fits 
well into an orderly evolutionary process of farming development * It is 
quite possible to begin In a small, way to teach farmers how to use credit 
better in a single village, Hahiyah or ^aiia and then move on to the next 
•«ada to begin the process of instruction* as farmers leum to use credit, 
they will employ laore and iijore of it to the groat benefit of themselves and 
the nation* 

The difficulty is to qet credit and its uses introduced more broadly to 
Iraqi farmers so that they may begin the process of learning how to use it* 
Uiven the situation in Iraq farming, tho bert method for introducing credit 
is, apparently, to use the remarkable techniques that have been built up in 
the 0«b* for granting farmers what may best be called supervised credit * 

Buch credit is not needed for borrowers with ample property that can be used 
for security or for borrowers who are well educated and have undoubted 
management powers* it i3 not credit that can be loaned at a profit* In fact, 
there are costs involved* It is the type of credit for use with poor farmers, 
possessing little security, and having largely unknown, and untried powers of 
management in order to teach them how to use credit effectively* The super¬ 
vision that is provided is to compensate for weaknesses of property and 
management of the borrowers and is used as a means of lifting them into a 
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To Introduce this type of farm credit Into Iraq, the 
proposed as the bases for a project between the Agricultural B&nk of Iraq 
and the Technical Cooperation Adzalnl strati on of the United States of America 



A Qada shall be selected in which to begin operations with 
supervised farm loans* The Qada selected shall be one in which there are a 
considerable number of small farmers who already own their land or who can 
be expected. In time, to achieve such ownership* The Ministry of Agriculture 
and the Agricultural Extension Service shall be consulted in the selection of 
a Demonstration Qada but final selection shall be made by agreement between 
the Agricultural Bank and the Technical Cooperation Administration of the 
United States* 


XX* Personnel 

For the purpose of the project, the Agricultural Bank and the 
Technical Cooperation Administration of the United States s h all supply the 
following personnel* 

A* For purposes of consultation, the Chief Agriculturist of the 
TCA Mission to Iraq shall be available to the Agricultural Bank on call, and 
he shall have the right to review the operation and progress achieved under 
the project and shall prepare and present a report on such operations and 
progress achieved under the project each six months to the Agricultural Bank 
and to the Director of the TCA Mission to Iraq* For purposes of preparation 
of such report, he shall have access to all records of the Agricultural Bank 
pertinent to this cooperative project* 

B* The TCA Mission shall also supply to the Agricultural Bank 
one we Unqualified and highly experienced farm credit specialist who shall 
be charged with administration of the project In the selected demonstration 
Qada under the general supervision of the Director of the Agricultural Bank 
and the Chief Agriculturist of the TCA Mission to Iraq* This U.S* Credit 
Specialist shall be suqpplled by TCA at no cost to the Bank, except that the 
Bank shall be responsible, under the General! Agreement for Technical 
Cooperation between the governments of the United States and Iraq, for the 
payment for usual costs of travel and administration undertaken In connection 
with the operation of the supervised credit project* 


C* The Agricultural Bank shall make provision at its central 
headquarters for such personnel as Is needed for accounting, record keeping 
and other administrative duties and services as are necessary to the operation 
of the project and shall 
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and their basic qualifications shall be such as to warrant 
xjiaotion to such position* 


S. It Is, furthermore, agreed that when in the estimation of 
the Bank and the Chief Agriculturist of TCA the project operations In the 
first demonstration 4ada are on & sufficiently satisfactory basis & second 
Qada In which to begin a similar project will be forthwith selected and two 
Iraqi assistants with proper qualification will be selected for work In this 
second Qada tinder the supervision of the U*3. Credit technician* In time, 
also, similar provisions will be made for Inaugurating operations in a third 
4ad& and so on* 
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C* In addition to paying the salary of the U*S. credit technician, 
the TCA Mission to Iraq will provide a guarantee fund of 10,000 I*D« for each 
4ada In which operations are begun and continued* Such guarantee funds are 
and shall continue to be the property of the United States save as they are 
obligated and paid out because of the normal operations of the project* 
Guarantee funds shall be available and used only to pay costs occasioned by 
failure of borrowers to pay the principal due on their loans during the 
first three years of operation In a selected Qada* The regulations governing 
the payment from the Guarantee fund to the bank shall be in accordance with 
a section to be prepared for the final project arrangement * 
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Before operations under 'this agreeaent ehall begin # there shall 
be an exchange or notes between the Agricultural Bank and the Technical 
Cooperation Administration or the Mission to Iraq on the one side, and the 
Ministry or Interior on the other, acquainting the said Ministry or Interior 
or the purposes or such prospective operations and the ract that they are 
to be begun in the named Qada or Q&das. Such exchange or notes shall request 
and pr ovi de ror an official notification by the Ministry or Interior or the 
Mutasarrir or the Iiwa and the Quai zaa, .uam or the Qada that operations are 
to be begun and the purposes tor which such operations are to be carried 
on and requesting such orfidals to inform other interested liwa and local 
orrioials or the nature and purpose or the operations and requesting their 
assistance and orficial support* 

V* 

The loans made under the terms or this project shall be in accordance 
with the rollowing provisions! 

1* Loans ehall be made only to bonaTide operating farmers who 
cannot get satl©rectory credit elsewhere and who reside and have their chler 
base or operations in the selected Qada or Qadas* 

All loans shall be tor % interest rate* 







3* All loans shall be tor production purposes In connection with 
the tmrm operations carried on by the borrower and his ramlly* The use or 
the borrowed runds tor the purchase or household equipment and on other 
consumable items shall not, however, be prohibited but shall be limited to 
no more than 20 per cent or the loan proceeds* 

4* All loans shall be covered by a mortgage on the equipment, 
livestock, and other mortgageable chattels or th<? borrower and also by a 
crop lien on crops produced and ror sale* 

5* Loans shall be ror such periods as the or rice or the Qada 
Credit Supervisor shall determine but shall not exceed three years • Provided, 
however, that loans may be renewable ror another period or not to exceed 
three years at the discretion or the Qada Credit Supervisor. Provided, 
however, that no more than one renewal beyond three years shall be permissible 
except with the written permission or the Director or the Agricultural Bank* 

6* Loans to any single borrower shall not exceed 300 X.D. and 
s h al l not exceed 90 per cent or the value ot the chattels and crops covered 
by mortgage and crop lien including, however, such equipment and supplies as 
are purchased with the proceeds or the loan. 

7* Loans shall be granted only aTter an inventory and appraisal 
or all farm property oT the applicant has been made and certlAed to the Bank 
by the 'Qada Credit Supervisor. 


8* No loans shall be node except on the basis of & farm, plan 
drawn up with the cooperation or the 4ada Credit Supervisor and having his 
signature of approval* Such plan shall contain a repayment program that 
indicates that the loan Is within the capacity of the borrower to repay from 
the norsml proceeds of hie farm operation* The bo r row e r shall* by his 
signature or its equivalent* agree to follow the farm plan and repayment 
program and to remain responsible to the Cade Credit Supervisor for compliance 
with the plan as long as the loan Is In effect* 
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VIII* 


Procedures for closing out loans by, summary processes because of 
failure to pay principal or Interest or for failure to follow with reasonable 
faithfulness the farm plan as agreed upon shall be based on Instructions 
prepared by the Agricultural Bank and the Technical Cooperation Administration 
to Iraq and In accordance with baslo Iraqi laws* Provided* also that the 
prospective borrower shall be Informed of such foreclosure procedures and 
the circumstances under which they will be Initiated and enforced before a 
loan may be granted* 
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• UNITED STATES GOVERNMENT 


C. H. Haimnar 


date: January 24* 1953 


from : Lewis H. Hohrbaugh 

subject: Agricultural Credit 







On the attached submission X have made one or two format suggestions. 
So has JDH. I do not share JDH*s views that going ahead on this will 
jeopardize related work under MSLD. I think we should go ahead. This 
is one of the most significant things we can do. 

I have the following added comments: 

1. The data should be single spaced and the difference between 
the two papers clear. 

2. The submission, I think, is more appropriate from the 
Country Director. 

3. The paper on credit I like better than the paper on the 
project. The latter I think should be reorganized as 

indicated. 

4. I feel strongly that one cannot have supervised credit on 
paper, and that either this has to be done in an area 
where we already have personnel for credit supervision 
(i.e., extensi^fe) or that a field (supervised creditjman 
must be included. 

5* The submission to Zainal should make even more clear the 
fact that this is for discussion. 

6. I question whether the X.D. 30/000 is enough. 

7. I suggest you turn this, in a delegated way, over to 
Mr. Robinson who should be qualified to do these pre¬ 
liminary steps and X think is. 

5. Becuase this is so important I thinic we ought to put it as 
a priority project. 



J. D. Hancock 


PROPOSAL FOR A SUPERVISED AGRICULTURAL CREDIT PROJECT 


/ The objective of* -the proposed project Is to introduce in Iraq 
tion basis, a program for supervised credit as a means of instructing 
farmers of the country how to use 
duction and farm family income. 
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to use the remarkable techniques that have been built up in the U.S. for 
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The Agricultural Bank shall make provision at its central head¬ 
quarters for such personnel as is needed for accouhting, record keeping 
and other administrative duties and services as are necessary to the 
operation of the project and shall: 


& Provide two well—qualified Iraqis as assistants to the U.S. Far 
Credit Supervisor and to work with him and under his direction on the 

with the prospect in mind 
















that they will, in time* become 
their basic qualifications shall be such a.s to warrant their ultimate 
promotion to such position. 
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B. The Agricultural Bank shall pay all costs of operation, including 
provision of an office and transport for the U*S. Credit Specialist 

project, recognizing that part of such costs are for purposes of 



instructing farmers in the use and management of credit 
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The United States Government shall pay the salary and allowances 
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The loans made under the terms of this project shall be in accordance 
with the following provisions: 
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Suitable records shall be kept to enable "the Agricultural Bank to compare 
the merits of lending under "the supervised method and under the existing 
unsupervised method. Prior to the termination of* the project, a Projedt 
Termination Report shall be jointly prepared by the Agricultural Ba nk and 
the Technical Cooperation Administration which shall state the work done, 
loans made, supervised given, rate of losses or foreclosures and present 
an evaluation of the merits of and impediments to the supervised form of 
agricultural credit as compared to unsupervised credit. 





Dear* Dr. Blacks 

•# 

In one phase of our mission's program, in agriculture, 
our staff is assisting the Government or Iraq to do some 
thinking and planning (leading we hope to action) as regards 
agricultural credit* I wonder ir you could tell me whether 
the work on FSA Jim Maddox did under your supervision has 
been put out in purchasable rorm and, if-so, by what pub¬ 
lisher? Background on FSA experience would be helpful to 
several or our starr members • 

• •• i ff 

• • • » • ^ • • • 

• • • • ' 

Met your son ror the first time in Rome a month or so 

ago. 

• • % . • -. 

We are finding the situation in Iraq compe l li n g and 
challenging. 

• . • ‘ • . 

I* 11 appreciate a line from you. With best personal 
regards, 

Sincerely^^, 




- Lewis H. Rohrbaugh 

Director of Technical Cooperation 

* 


Dr. John D. Black, 

12 Lambert Street, 

Belmont, Massachusetts. 
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HARVARD UNIVERSITY 


t -/•- 


GRADUATE SCHOOL OF PUBLIC ADMINISTRATION 


SHMINAR IN AGRICULTURAL 

FORESTRY AND LAND-USE POLICY 


203 Ltttauer Center 

Cambridge 38, 


January 8, 1953 


Mr* Lewis H. Rohrbaugh 
Director of Technical Cooperation 
American Embassy 
Baghdad, Iraq 
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Dear Mr* Rohrbaugh: 


f 'Lp 


I regret to state that Jum Maddox’s book has not yet even gone 
to the printer. The UniversSty of* Chicago Press la ready to publish 
it whenever Jim can f*ind time to put it into shape for publication. 


The fine 
His father is 
My oldest son 
at the TJnivers 


young man you met in Rome was not my son but my nephew 
President of Liberty Mutual Insurance Company in Boston 
is doing teaching and research in agricultural economic; 
ity of California. 


I agree with you that the rehabilitation loan program has an im¬ 
portant lesson for countries 5n the Middle East. I am enclosing a 
copy of a report that I have written on a thesis submitted for an 
honorary degree of Doctor of Science in an Indian university. Please 
consider this confidential, since whether this man is to get the degree 
or not is in dispute, one of the readers approving It on ground of 
standpoint two, and the other disproving it on standpoint one* 

Back Just before World War I a Philippino student came over here 
to study land tenure reform, and I had him make a study of rehabilita¬ 
tion loans for his doctor ‘a thesis* The man is Dr. Amando A3 and 
is now Secretary for PBTLCUSA* His thesis likewise was never published 
If you get to Manila, please look up Amando. He is doing a very good 
iob T am told* 


Y 


De/, 


SA 


Yours very truly. 


JPB s ge r 
enclosu res 


D• Black 


October 81# 1988 


deputy 3eglitr«r 

Uaiwr»ity 
Agra, Tndift 


1>ear sir* 



Whether or not 1 Approve X*r+ Uv«nU f a theele for the D«8o» decree 
depends upon vhleh or the two relieving steaderde ere iso 1 ms observed* The 
rules furnished do not provide nay guidances In this matter* 


T* If the standard Is whet would bo coriel dared as good eolentifie 
asst hod In eoonomle analysis by those recognised as adequately equipped in 
economies and statistics In the United States* and by the departments or agri¬ 
cultural economics in the United States that are recognised by economists as 
starred with men or this description* the decision would hare to be against 
accepting it* 


17* If instead the standard Is that of what is taught and accepted as 
sound Ewthodolo^’, widely, 7 expect* in the universities or India* among those 
who work In f«rs management and especially fern cost accounting In much or 
western Europe, and even In some agricultural colleges in the United States 
that are still using methods developed earlier by men with little acquaintance 
with economics and/or statistics* then the dsolsion should be In favor or 
accepting this thesis or t>r* Uvanla's as surriolent for the D*se* degree* 


? expect that this second standard la the only one that is ralr to 
the candidate* His training and experience apparently has all been In India, 
or if not# in universities o t the type that nt into the Ho* T1 description, 
end to Judge his methodology by the 9c* T standard would be unreasonable* To 
be sure, this would not be altogether consistent with the practice or calling 
upon readers in other countries as Judges* Still, a set or readers oould be 
chosen in Europe and from some agricultural colleges even in the United States 
who would accept f>r* Levant a •* methodology as suffiolently valid* 


You in India will generally know that the Me* IT type or standard 
is more nearly the type of standard that is observed in the United States than 
Is the Mo* I type* That Is# the examiners are ehoaen fro» the university 
where the candidate has done his study and research* no matter how Inadequate 
the qualifications of the r«umlty or the department or this university nay be* 


Even In terms or the Mo* 1 standard# this thesis includes a large 
amount or data and raeta about farming, land tenure# living conditions# 
social status and the like la Uttar Pradesh that are highly inTomatlve and 
illuminating, and much or the analysis points toward programs and action that 
aurely Is or the right sort and could be used as a safe basis for such action*' 
But unrortunately other parts of the analysis produce results that could not 


cafe ly be used* T am set setting# let lb be entirely clear* that the act ion 
Indicated would necessarily be wrong* What 1 am saying is that one cannot 
trust it to be right In view of tie procedures by which the results were 

obtained# 

• ® • 

If the tbeaia le accepted because the Ho* H standard la the one 
that ia intanded to be followed* there will still be steed for some important 
revisions in the manuscript before It la published as a booh* 

* • * 

1* &teah editing of eenteneee and of the language will be needed*; 
(#y judgment as to how much of what seam like abnormal It lea to mm la 
Indian English la not very good* although I have road several books 
published in suoh English in resent years.) 

2* ttuoh reorganisation of the tables will be needed* partly to 

redueo the space devoted to them* partly to make than clearer* 

• • • 

% 

Careful explanation la needed of the basis of valuations of 
suoh as the following* 

ooat~rates applied to the different Input or cost factors 
-- the basis of determination of maintenance allowance of 250/ 
per person* 

4* Probably sobs parts of the study can be ostltted without 
significant loss* suoh* for example* as east of production per acre in 
Chapter VTTT* 

5* Also in Chapter VTTT* the difference between the basis of 
estimating oast of production per acre (Tables XTT to XVJ1 ) and total 

cost per holding (Table XVTTT and following) needs to be made clearer* 


6* Here explanation ie needed of the sampling procedure* especially 
as It relates to ths Individual holdings surveyed in any one village. 

T do not consider* however* that these shortcomings should stand 
In the way of accepting this thesis If the Ho* TX standard is observed* They 
•an be remedied in preparing the manuscript for the press* 


following t 


The methodological shortcomings of this study are mainly the 


1. The procedure followed calls for placing a monetary valuation 
on each and every item of family maintenance * of input factors used in 
production* and of all output* Many of these items cannot be so valusted . 
except on the basis of arbitrary and unreal assumptions* and any results - 
obtained are bound to be as arbitrary as the assumptions* and cannot be 
trusted as a safe basis for a program of action such as creating holding# 
supposed to be eeonosde* The holdings so determined could easily be consider 
ably too large or too small* and in eonsequen 


the families of any one provinoe. 


great injury could be dose to 



T 


• bM 

Ttlttttioat a 
felon of raU««gr 
should bo oiroldo 
problem in bond* 








5, Uorm eTldeso* th*n of^rod in tb« tlMtls it nttdtod before oat 
Qtn tocept a 2€0/ itt&dard rt(irdittt of «^t» taooa% or work dont 9 ate* 


C« that tht produotIvity of boy later tad woman 
grtttly with the kind of ftroiag la rtto^aited la several 
one arbitrary valuation ia set upon these for all of tfa 
result la figuring out uaooooonlo holdings in many of the 

» Bash family and holding should have been analysed 
term of the capacity of It to utilise the available labor 
These results eould be eonverted to an average family of 2 
later if there was any purpose In doing this a 


labor varies 



This la bound 





Still 
to 

of 

by itself la 
of that 

18 working units 



7* Cbm of the most serious short sowings of the methodology is 
that In eomputIng the final figure for sores in an eeonomle unit for the 
different provisoes sad systems of farming, some of the quantities used — 
for example* total expenses of the holding — ere averages for all the eastes 
combined, This assumes that somehow or other an average for all the eastes 
combined fits all of them. Of eourae a major question at once raised la that 
of weightings was the right number of holdings for sash easts used la the 
averaging to give a true average? Furthermore, why should an average of the 
oastes be used as a standard? (This is entirely aside from the issue of 
equality for all the eastes,) It has been made elesr In the foregoing that 
family maintenance needs to be worked out separately for eaeh area, and 
likewise expenses of produotlon. 


Another set of the quantities that is subject to the same doubt Is 
of course the average Income per sore. 

The next point raised is not one of methodology* but of concepts. 
Three oconcepts of consumption economies ere confused in this study and all 
usually called "standard of living," 

The first of these is illustrated by the allowance of 2BO/ per 
head for maintenance. The accepted terminology for this la "living standard, 
paralleling such usage as "food standards," "clothing standards," "housing 
standards," These sire amounts of different kinds of food or clothing, etc, 
that someone else decides a population group should have. 

The second is the actual goods and services that s population group 
is found consuming. The teat term for this is content of living , but the 
term most commonly used In the United State* 1 s"Is VtFif" 1 lying . The 

consumption budgets compiled in Chapters TV and V are of this description, 

, 

The term standard of living Is correctly used to Include tto 
consumption Items that the families strive to obtain because they have been 
accustomed to having them or for other reaeotto. 

To have distinguished between these concepts would have added 
considerable elarlty to the analysis in this study. 


trhafc is suggested by th» foregoing Is a r*ry different approash ta 
tb« problsn in hand than the one followed, aamely* choosing one area at a 
time* surreylag 1% enough to furnish a basis for determining representative 
or modal types of farms* and working out fcr sash of these modal types an 
economic holding that takes see oust of reasonably possible reorganisation* 
Including consolidation of fragments* use of commercial fertiliser* better 
equipment* such shifting to mined farming as well add to the reel net product 
of the land* and the like* p lus whatever additional acreages of land are 
n eeded* Many of the families wiIT need no edditlonallend af ter'the foregoing 
Improvements and re organ 5 sat 1 ont are worked cut* They should have additional 
land only if more Is needed to provide them adequate netntenanoe wltbfcboss 
ij^proveaiints reoVgani sat ions already adopted • ,r £bei'r'"content of living 

abov^ldT start lmcroving r from where 1 it is "now and rise to adequacy a* f asi "'as 
they ' a&ofrf 1 'tike improvemento* ' oto* " ~ ^briber 'rises ""In oohtcnt of” living wiU • 
odme later as new toehnelogy in production Is discovered and applied to 
agriculture generally* 

If this procedure is followed* It will be found that the deficit 
in land to provide for the families now living on the land will be much leas 
than computed in this study* The economic holdings will in general be ■ 

considerably smaller than In this study — a half less In some of the areas* I 


Along with t)w analysis of production potentials and eoMtemie 
holdings in farming should be worked out for eaeh area studied by Itself the 
potentials In the way of loeal and rural industry* They need to be analysed 
even more carefully than the agriculture* Whatever Dr* Lave ala may think to 
the contrary* the reason that the cottage industries died out in auoh of 
rural India was that when an export outlet was provided for agricultural 
products* agriculture out competed these cottage induct rice* An actual 
Increase in ability to feed population resulted* and the population expanded 
94 per cent from 18&1 on to 1991* It expanded such store than this in many 
sections of Indonesia* Under similar circumstances * It doubled in Puerto 
Hi oo from 1899 to 1940* In Indonesia and Puerto HI so* foreign sapital 
contributed importantly to the expansion of agricultural output* In most cf 
India* the export Increased largely only because of shifting nore workers into 
crop production* &ith the increase In farm population this made possible o 
a further splitting up of the land Into smaller holdings and fragments* For 
various reasons* the landlord class was able to grab off a part of the 
agricultural output* But they spent most cf this within India* and mostly la 
the same rural areas* so that it really had the effeet of feeding more people* 
The point of importance In this is that the rural industries that are set up 
in any community in Tadic must be able to compote with agri culture fo r labor* 
Exploration of pcs si bl lit lei’ along" these lincsin t he ' past decade "in Various 
parts of ths world have i:ofc been very encouraging* 7 am sure that Industries 
can be found that have an economic place In much of rural India* &ut they 
must be studied carefully or they will die out as the level of living on farms 
Is raised* 




It cannot be too strongly stated that merely to set up economic farm 
holdings of the sort Indicated by Dr* X*avanla*s study will not solvs the 
problem* what will happen Is that those who are provided with* for example* 

10 acres in place of their present 6 ceres* will be hiring as laborers those 
who were smell operators* or even renting them part of their 10 acres* (This 
happened in the United States when under the Tenant-Purchase program the 
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UNITED STATES GOVERNMENT 




December 23, 1952 


r 19 


Budget! £ £ 


UVl 


Xn the 1954 expanded budget, I am Including Tor the first time 
a project on agricultural credit* The purpose will be to set up a 
demonstration of supervised creait on the old FSA pattern in a 
selected Qada* X have provided If or two specialists, costing $32,000* 
One of these will be the field supervisor in the selected Qada* 

The other will sit with the Agricultural Bank to assure, as far as 


possible, that the demonstration! is not sabotaged by inefficiency 


and venality at the top and to Assure further that the lessons of 
the demonstration are not lost to top policy makers* 

———^Unfortunately, there may be necessary some money fo if guarantees, 

subsidies and extraordinary costs of the project which may 


not be payable by the bank under its charter 


I cannot, at present. 


estimate what such costs willy be and will have an idea of them only 
after considerable further negotiations with the bank and study of 
the project. I shall also wish to make an attempt to secure the 
necessary guaranty funds fr6m the Development Board* 


the 

the 


This note is to tell 
roject, but that I m 

act that I have been 


unless you specifically ddvise otherwise 


ou that I wish very much to inaugurate 
• have some financial troubles because of 
nable to budget the funds that may be 
d subsidies* I shall, however, go ahead 
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Hancock came in with Robinson to 
on what might be done in the fi 
upshot o£ the conversation that 
worthwhile to attempt a demonstration 

3 or the old Farm 
Qada ror the purpose* 
on Zainal or the Agricultural Bank to discuss 

with him* 


participate in the discussion 
agricultur al credit, and the 
was that it might be 
supervised credit on the 











that a 
the 



ome selected 
would be n 







project 


\ result, Hancock and Hammar called on Zainal Wednesday- 
17 , and he expressed himselT as willing to consider a 
It was decided, thererore, that he (Zainal) would get 
some inTormation on the ownership pattern ror rarm 
in the Baghdad liwa and that we would do two things: rirst, 

Tor him a statement explaining the nature and operat 
3r*s Home Administration so that he might understand 


the Fan 








ror a 



who 
to 
by some 



t^y supervised credit £ and second, propose some scheme 
demonstrations! Qada that the Agricultural Bank might consider 

, JDH and CH discussed these decisions with Robinson 
hat he would prepare the required statement to present 
Prospects are that Robinson 1 s proposals can be ready 
next week, though it appears best to delay going to 
again until arter Christmas• 
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SUPARVISF^ ^lRLCT CHEi^lT FARM LOANS IN TKE UNITE^ STATES 

• • 

Since th«re is u very well established Termers 

t • % 

• # • 

cooprative credit system in the United States, it is Derhaps 
desirable to briefly give some background Tor,the organization 
of a direct government farm loan service. 




The great" economic degression of 

• • • 

loss oT markets Tor the products of a commercial agriculture 

such as had developed in the United states. Also, the common 

% • • 

sources of* credit ordinarily used by farmers had been destroyed 

% 

through bank failures and bankrupticies of the short term 


credit agencies 


Three or Tour years of this condition resulted 



in a great many Termers being financially stranded and in Tact 
entirely insolvent. Farm laborers, share croppers and .tenants 
who had wholly or partially been Tinenced by their landlords 
were in worst Tinancial condition. 


because oT administrative Tactors 


pt 


b^iame anparent that the 







Immediately aTter Franklin D. Roosevelt was inaugurated 
as Resident in 193 p , various actions were taken to rsetore the 

economy oT the country to a normal condition. Among these were 

• ••»• • « * '• 

the State Rehabilitation Corporations which were organized to 

administer rural reliwT. Large Federal monetary grants and 

• • % 

• M | » 

allocations oT money were made to these corporations with 
authority to make grants , to needy Tamilies and to extend loans 
at low ijtyterest rates and on Tavorable repayment terms. In a 
year or two the rural relieT condition had been abated and 



> 




(2) 

Federal Gpverniuent should liquidate the State Corporations 

00 % * c 

• # ' •’ % 

an ' 4 establish, uniform policies from Washington, r-ife C<& 

• • 

Gradually as the relief phase of the program 

• * a * * * % 

disappeared, a clientele or low income farmers who were 

. • • • • 

• • _ A 

regular borrowers, crystalize^. By Tar the largest number of 

* , •• _ • 

these borrowers were tenants who were scattered pretty much 

• • • 

i # * • • 

* • •• • , _ 

at random over the agricultural regions of the United states, 

* % « 

i * • % 

Because of the high tenancy percentages in the cotton and 

% 

tobacco growing sections, this type of program pyramided in 
the Southern States, 

iis one part of the rural relief^program, to care for 
industrial families stranded.in farming are«s, six Subsistence 

V ft 

® • 

Homestead Projects were developed. The homesteads consisted of 

a low cost house with small farm outbuildings constructed on 

• * • • « t 

small acreages of good agricultural land. The theory was that 
with future periods of in^ustrail unemployment, these families 

so located, could r^uce their living to subsistence levels and 

• — 

• • • _ f 

• m % 

• , : * • “*.*,■ 1 • . * ^ * • • 

survive without? further governmental assistance. As a further 

* • 

part of the agricultural adjustment undertaken, land which upon 
use-classific«tion was found unsuited to further crop use was 

purchased by the Federal Government and the families living on 

• •, . 

• « 

9 

such land were resettled in communities on what was called 

r > 

Resettlement Projecta. These homesteaders and resettlement 

• ^ 

• • • 

farmers were uniformly Rehabilitation loan borrowers 





Rehabilitation loans were ma^e to these families 


r 




for the purpose of buying,both consumable an* capital goo^s 


r 


In the first class were, such things as foo^ , fee^s, see^ an* 




•.« 


fertilizer. In-the latter class were such things as far 

. *'.• . . . * ; . v ’’ v . : . // ‘ .. •. " • • 

• • * « %••• • • ’ * * • , V 

$ m « • * * * * * • 

implement s, mules,, ;horses , j cows 

‘ • • • ; ‘ ¥ * ‘ ’ • '• . • * '• • .* 

•» . .. - • * i* * * • J ' . • * i ^ • .*• .* . " • ... 

i»s the Ri/rai Rehabilitation loan proggam progressed 




j m » 

it gra*u4|ry became a sounder progra 


when 


jc 


ure*fby the 


percentage of the loan principal- reposse* through repayments. 

* * *•! % • . . • . • * • * •* 

• . . • % • % 

• • • • . • - • % • . ’ • # • m % 

' • • * % , • • % * • . 

Cne strengthening factor was the work of the County Committee 

* • > mm ft 

• •• t * * *• 

% * 

composed of farmers who investigated the character of the applicants 

• # . # • | * 

• • •* * •*,« •• • « 

i • 

and their nee* for loans. Also .the County Supervisor who is a 

» % • * • • 

federally pai* person assc^ste^ in the investigations an* advise* 

• • * . % • * •• * 

• . • • 

•• • a • * i • 

with the County Cimmittee. 

• • • • • t * •• 

• ft 0 . , ft 

ft • % * I • « * v . ft 

Before approval is given, to a loan aj>lication a 

• •. • % • • • • * % , % . 

% ' * * • * . • ^ • • • • 

determination is ma*e that the borrower is not elligible for 


V 


cither approve* lines of credit. 



ay, for instance,, be require 


ft 0 * 0 . m “ • 

to present a certification from the Pro*uctmon Credit Administration 




• •’#* m •••* • 1 j • *•• •• • 

(A member of the Farmers® Credit Administration) that he cannot 




meet their requirements for a loan. In reverse, as soon, as his 

• • • • • m • • * . ***f 

* . •; » * . * 

• ft * * • ft • J . 

_ * * • ft 

financial condition has been sufficiently improved he will be 

• _ # • m * • . « • •# • * 

• .ft • 

• w . • 

referred to the PC^i for financing. - The applicant for the Farm 


Home Administration loan must be a bonafi*e farmer. He must have 


•« 


• V 


through ownership or lease arrangement, possession of a farm of 

• * 

• • * * • . .» % 

« * _ % m 

. V. 0 ft 

satisfactor size’and fertility. He.must have a goo* reputation 


i' 


as a citizen with especial emphasis-on his honesty. 



( 4 ) 

• . • • 

# ' * , * 

• • * . % 

Vvhen an applicant has met the initial requirements Tor 
£ihigsibllity Tor a loan, the amount of the loan is determine'* 

4 * « * • 

• ■ ^ • * 

*on the fana" with the farmer through a personal inspection of the 

« < % •• * % 

A - * • ® 

• « • • « * • 

farmers presently owne* equipment, his livestock an* the lan* he 

• % 

is to operate. The type of farjtf operation whether it is largely 

* • % 

crops, largely livestock or a balance^ combination of the two, 

I • 

Pb- will be © factor in arriving at the farmers in*ivi*ual 

• , % * 1 
• * • * • 

neefers for credit. The County Farm Supervisor makes these decisions 

• • % 

at the time he visits the f«rmer-applicant on his farm an* ©t 

• • • 

the time he develops with the applicant a farm plan covering the 

• # 

operations for the ensuing crop year. T^e f«na pl«n includes 
an inventory of the applicants farm machinery, livestock, fee*s, 
fertilizers, salable crops that have not been markete* am* other 
items that woul* have an effect on the amount of money nee*e* 

in^ithe loan. Also the farm plan will include a lan* use table 

• , • % 

• s 

showing the acreage to be *evote* to the production of various 

• • • 

% 

crops as well as estimate* yields an* total pro*uctions from 
each. ln^or*er to arrive at possibilities for loan repayment, 

V • 0 0 ® 

estimates are me*e as to quantities of salable pro*ucts an* a 

i p • | 

total gross farm income is *evelope*. A loer/is never approve* 
unless the farm plan *evelope*, using very conservative estimates, 

a 

justif^^it. 

Yvhen the farm plan has been prepare* an* approve*, a loan 

• . • • % • 

W a . • 

,* • # **•#* 

% 

agreement is signe* by the borrower. This *ocument prescribes the 

“• . • 

% • 

annual payments to be ma*e. If the loan was ma*e for the purchase 

of capital goo^s, the repayment sche*ule will cover payments for 
5 years, which is the maximum time allowed. If the loan were ma^e 



( 5 ) 

* . * \ • . . • 

• • 

for consumable goo^s only, the. entire mount: of the: loan with 

• ♦ * • . • ; • • 

_ * * « • j % 

i4terest will be ■’ue in tlie first year after cash crops are 

* # . •* *. 
harvested or at intervals throughout the yeffr if livestock or 

livestock products are sol** In case of family illness orms* 

' % • 

misfortune or crop failure justif^i^&^t annual payments will 

• • 

be *eferre* without foreclosure. A mortgage, which is legally 

recor*e*, is given by the borrower to secure the loan. The 

% 

mortgage will usually include chattels already owne* by the 

• •* 

borrower as well as those to be purchase* with proceeds from 

• • 

. % 

the loan- Also the mortgage will iiclu-’e a lien on all crops 
produce* in the crop year's oper^tiojJ. 

• ™ 

Vvhen the loan is approve*, the money loane* is 


*eposite* in a joint deposit account in 


bank. check to be 


vali* must be signe* by the borrower an* countei^signe* by the 
County Supervisor. This prevents use of.the fun*s for.purposes 
other thaj^those for which the loan was approve*, .also it insur 


.also it insures 


that items purchase* with loan fun^s are worth the price being 

pai*. This practice applies to all borrowers an* there is therefore 

• • 

no groun* for claim of *iscrimination. 

In the event of conditions that are beyon* the control 
of the borrower which prevent him from meeting payments as 
agree* upon, annual payments which are *ue are *eferre* an* 
inclu*e* in a refinancing plan, All practical leniency is 

* 

exercise* in such cases except that care must be taken to not 
exten* sympathy in unmerite* cases. 



’ 


* . . . • .. r. •• • 

( 6 ) 

* • *. • # * 

• • • * . - . • * • • . * . ' /. - * . • i. ' * . 

• ' ! . - • - .**••. '* •*. 

During the^crop year, the County Supervisor, who in - • 

•. * • * • - •* * • • . 

■ • . . * • • - . • • . • - t 

* . . ■ . * . * ' 

almost all cases is a graduate of an Agricultural College, 

• v • * . • • • * * • 

% • % * • • * 

* • % • % # • • • . • 

• . * •** 

through routine visits to the farm keeps in touch with the 

• * » 4 i i . 

•* . * % . ’ * < * 

• % • , * • * 

borrower’s ,farm work an^ advises him on approve^ practices 

• % .« • • *» 4 • • 

• « •, •, % m . • 

• * * •• • ’ % •••., 

which should increase bis earning capacity. The borrowers 

- * ‘ % • r • * • ?* 

therefprehas available to him at all times technical assistance 

k * • • • • « 

in all major decisions an* farm operations. This technical 

# 

% ^ 

* ■ % 

% . • 

assistance might be influencing the farmer to plant an 

approve* variety of hybrid corn, a varietybof cptton having 

. , ' * . . • ^ t . • • • . 

• , • • * * . . 

• . - • • • . ;« • - .... • 

a better staple, buying a purebred sire, improving a pasture 

% • . * # , 1 4 *r • %< # * 

*i 0 • 

or installing farm sanitary conveniences. 

• % c •» • •« * * * , 

• “ # " • ’ • • • 

• • 

Witna new group of borrowers whose activities an* 

• • • * 

perfoxjjjjances are unknown about .12)0 is consi*ere* a case loa^ 

% 

for one Supervisor. As the Supervisor becomes eQquainte* 

• • * . ® 

% • 

9 _ • 

. f • * « * S 

with the borrowers an* has ha* a chance to observe their response 

• 

to assistance, he can enlarge the case loe*, probably double it 

* % 

in three years. Cn a close resettlement project there is a 

, • i « 1 *• •• 

• ^ • • * 

• ^ . , 0 

saving in time require^ in ^riving from farm to farm an* also 

• *• * . • • • • m * ••• 

* 4 * 

there is better opportunity for instructions in group meetings. 

• # # > • ^ *•••** f % %1 ,!• 

• 4 * • 

This makes it possible for one Supervisor to han*le an increase* 

• * * • * " % . *" . • ' 

case loa^^ 

• • • . % •* * / • 

. • • 9 * • * * * 

• • . • •- \ « . • • 

iiiach county, office must have one clerk-stenographer. 

• * • • 

, . • # • « • • 

• • • 

* m ■ a t 

If there are numerous borrowers there is an ass£. County 

• % 

Supervisor. The salaries an* automobile" travel costs of the 

m % — % 

county personnel are pai* by the Federal Government. This is, 

• • 

* # 9 • 

of course, a subsidy to the group of low income borrowers 

• • 

serve* by the county office, i*lso the members, of the County . 
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Committee are.paid a nominal, per ^iem for the ^ays worked. 

% % #_* • . % * ♦ 

• • _ ^ a • • 

»l ^ * | 

• * « • a % • * • 

The cost or tiie County Committee is not a considerable item. 

- . .• "* ••• 

>• , • . • • • • 

4* * • 

in tiie Farm Home ^^ministration in the United Stages there 

- • • i • 

• • % • % % 

. •• . * . , ’ r ■ . 

• ■ _ . . . • • I 

• • • * # . 

is a central orrice in Washington, Zj&CC • There is a Tie Id 

• 0 m * • • 

* ' ’ * . . * • 

orrice in each state. The state orrice coordinates and generally 

• • * # 

4 * • • _ • 

suDervises and coordinates the work: ^one in the county offices. 

C # • * *f 

* • . 4 • •» 

0 . • 0 a . . ^ . 

The main thing to bear in miimd that the cost aP administration : 

0 

' % *4 * • • ' * * • ^ • 

in the entire program is paid ror by annual direct, srrrorri at ? cns.. 

0 ® a * 

• • • • • 

by Congress. There is no administrative cost to the borrowers. 
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On 12-16—52 J. D. Hancock and LR talked about the possibility of the 
Division or Agriculture's use of Robinson for a temporary* period* Discussed 
was the possibility* that Robinson, working in conjunction both with the M±r± 
Sirf group and the Agriculture Division, might be helpful in laying tt*e 
groundwork for a program of supervised credit, handled by* the Agricultural 
Bank and with the possibility of TCA putting up sort of a guaranty program— 
a program which would merely guaranty that any losses suffered by a lack of 
repayment *rc>uld be made up from the fund, but with a loan fund itself to be 
capitalized by the Agricultural Bank. 

• * c 

The point was made that if funds were available we could undertake 
such a program only in. instances where the possibilities of supervision 
are ready, i.e. , the extension program, the rural improvement program and, 
especially, the Miri Sirf program. It was agreed that Hancock and Hamnar 
should discuss this and that in the approaches to Akram Zainal, • in charge 
of the Agricultural Bank, the discussion should be only of a very tentative 
nature and with a view to merely laying the groundwork. 
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DEVELOPMENTS IN AGRICULTURAL CREDIT IN THE UNITED STATES 


This report on agricultural credit is divided into three Darts. 

The first part deals with some of the factors or forces present in 
the rise of agricultural credit Institutions in the United States. 

Emphasis is on conditions that hindered developments or brought about 
changes in rural credit facilities, and the evolution of agricultural 
credit facilities. The last two sections present a brief summary of 
the functions and organization of the Farm Credit Administration and the 
Farmers Home Administration. 

The nature and scope of present agricultural credit facilities 
and the manner in which they developed, should be of interest to 
officials of other governments. It is recognized, of course, that farm 
credit problems in the United States have been distinctly different, 
in many respects, from those in other countries. One of the major 
differences Is the non-existence in some countries of well—organized 
capital markets in which bonds or debentures can be sold. Thus, a 
readily available supply of loan funds must come from other sources. 
Another important difference In many countries is the self-sufficiency 
of the farm unit In contrast to the rather highly commercial type of 
agriculture in the United States. Nevertheless, background informa¬ 
tion on agricultural erelit experience in the United States should 
be helpful in the improvement and development of rural credit institutions 
in other countries that will make for increased agricultural produc¬ 
tion and the Improved welfare of farm people. 

The evolution of agricultural credit facilities in the United 
States has been closely related to the transition of American agriculture 
from the raw land stage to the present pattern of improved farms largely 
of a size adapted to family operation and producting on a commercial 
basis with extensive use of mechanical power and equipment. The demands 
for credit have reflected differences in both the geographic and techno¬ 
logical phases of this transition. In the geographic phases, develop¬ 
ment generally has moved from east to west• In each stage involving 
the conversion of unimproved land into stable communities of farm homes, 
not only have the needs for capital been heavy but since these almost 
invariably have been deficit capital areas, the problem of finding 
adequate loan funds has been aggravated. On the other hand, as 
agriculture developed, farmers needed new buildings, more and better 
equipment and machines, more livestock, better seed and more fertilizer. 
These demands represented additional capital investments and such 
Investments in turn generally required larger amounts of credit. Such 
demands for financing were added to the regular requirements for 
purchase of land and financing annual operating expenses. 
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During the early period or the development of agriculture in 
the United States, farm units were usually small and credit needs 
were, in part, in the nature of consumer credit- There was a close 
relationship between farm operation and family living. Under these 
circumstances, the combination of relationships made it difficult to 
draw a line between loans for production and those for consumption 
purposes. Because of natural factors— weather, plant diseases and 
pests — the element of risk in making loans was high for the country 
as a whole and, indeed, at times very high in local areas. Added to 
this was the slow turnover in the farmers operating capital, with the 
usual limit on regular bank loans being too short a period for the 
repayment of crop and livestock loans. 

In colonial days and even extending into the 19th century, the 
solution to the lack of loan funds was believed to be the creating of 
additional money. Consequently, there was a variety of plans and 
experiments in organizing credit institutions which could create loan 
funds or money. These experiments included public loan offices, 
several types of land banks and property banks, and -proposals to 
increase, the amount of currency in various ways. The creation of the 
national banking system in 1864 was the first step in the formation of 
the permanent general banking structure. Because of unsatisfactory 
credit experiences during the preceeding period, however, national 
banks were forbidden to take real estate as security for loans. Capital 
requirements also precluded them from being set up in many agricultural 
districts• 

In the frontiers there were few savings among the people but 
the demands for capital were high. Consequently, interest rates also 
were high. During the development of the agricultural areas of the 
great Mid—west and the Far West, which occurred during the latter part 
of the 19th century and the first part of the 20th century, agricultural 
credit needs had to be satisfied to a large extent by importing capital 
from the Eastern States. Low agricultural prices during the 80 f s 
and 90* s and unfamiliarity with conditions in the frontier regions 
made capitalists in Eastern States reluctant to make loan funds avail¬ 
able. 

The policy followed generally by the Government in developing 
agricultural lands was to encourage family—sized units. Various 
legislative acts contributed to this, but most Important was the Homestead 
Act of 1862 which set the pattern for a long period of time in the 
development of family farms. With numerous, relatively small units, 
therefore, the problem of making loan funds to each individual farmer 
also was increased. In these circumstances, agitation increased in 
volume for improved agricultural credit facilities. Farmers felt that 
they should have the same opportunity for obtaining loan funds at 
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moderate rates or interest as railroads and other corporations• This 
feeling took form in the Greenback, Populist, and Free Silver movements, 
with their promises of plenty of money for everyone and especially 
the farmer. In 1908 the Country Life Commission, appointed by President 
Theodore Roosevelt, called attention to the lack of any adequate system 
of agricultural credit and discussed the cooperative approach to systems 
of mortgage credit. In 1909 the National Monetary Commission, which 
also had been appointed by President Roosevelt to study general banking 
conditions, included a detailed account of the German ”Landschaft ,f 
system. Various other efforts were made to study agricultural credit 
systems in European countries. The more important of these was the 
sending of two commissions to Europe in 1913- They published a joint 
report in 1913—14• The growing interest, and the demand for, provision 
of improved agricultural credit facilities finally culminated the Federal 
Farm Loan Act of 1916. Under this Act was organized the first portion 
of the present permanent agricultural credit facilities in the United 
States. 

It should be noted, however, that just prior to the establish¬ 
ment of the Federal Farm Loan system, the Federal Reserve Act of 1913 
became law. In regard to agricultural credit, six month agricultural 
paper became eligible for discount by the Federal Reserve Banks and 
member banks were allowed to make a limited number of mortgage loans 
on real estates. In some areas of the United States over one-half of 
the discounts in 1918 were on agricultural paper. 

The underlying forces that gave rise to the Federal Farm Loan 
system may be summarized as: (l) family farm operators needing credit 
In appropriate amounts were at a disadvantage in obtaining credit in 
comparison with large industrial or commercial -units; (2) private 
credit agencies were not distributing credit to farmers as economically 
as was possible; (3) variations in loan rates were excessive; (4) there 
were wide differences in the amount of credit in various parts of the 
country available; ( 5 ) cooperative forms of organization would be 
substantially helped by being able to obtain credit on more reasonable 
terms; and (6) the Federal Government should assume some responsibility 
in providing special credit facilities for farmers. 

The role assigned to the land banks under the Federal Farm Loan 
Act was that of enabling farmers to obtain credit on terms consistent 
with the soundness and stability of the agricultural industry. This 
was to be accomplished by pooling the mortgages given by farmers and 
using these mortgages as collateral for bonds that could be sold in 
central money markets. Federal regulations and supervision were expected 
to assure that the land banks would make sound loans and the bonds 
would be good. 
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The Federal Land Banks began operations in 1917, but the inflationary 
effects of World War I gave rise to additional credit difficulties. The 
War, with its rising price level, followed by a short period of great agricul¬ 
tural prosperity, ended in a precipitous drop in prices and by 1921 agriculture 
was in a state of extreme depression. Farm cash income fell from about 14 J 
billion dollars in 1919 to a little more than 8 billion in 1921. This 
income was not sufficient to support the swollen debt and tax structure that 
had been built up during the preceding years of high prices. Considerable 
numbers of farmers who had incurred large debts became insolvent; and even 
lightly indebted farmers had difficulty in meeting their obligations. 

The effect of the change in economic conditions was disastrous not only 
to farmers, but to many of those who had been financing farmers. Country banks 
began to fail in large numbers; there was a high rate of mortality among credit 
merchants and cattle loan associations; and, in many cases, drastic measures 
were taken by loaning institutions and creditors in order to collect their 
outstanding loans. 

In an effort to alleviate this chaotic condition, the War Finance 
Corporation was revived in 1921 with authority to discount agricultural paper 
for banks and livestock companies and to aid cooperative associations in 
obtaining sufficient funds for their operations* The Corporation was abla 
to assist greatly in cushioning the deflationary tendencies at work at the 
time and in preventing destructive liquidation. 

The experience during this period led to the conclusion that there 
was a need for a permanent institution to meet fanners’ requirements for 
short-term credit. This resulted in the establishment by Congress in 1923 
of the Federal Intermediate Credit Bank System. These banks were authorized 
to discount agricultural paper for banks and other local credit agencies, 
such as agricultural credit corporations and livestock loan associations, 
and to make loans to cooperative associations for the marketing of crops 
and livestock. 

Farm conditions during the latter part of the 1920’s and early 1930’s 
continued to grow worse. Farm income dropped from more than 11 billion dollars 
in 1928 and 1939 to only 4*7 billion in 1932. Debt and tax delinquency 
Increased to record levels. Under the stress of these conditions, the agricultural 
credit mechanism became dangerously impaired. More than 5,000 banks failed 
during the 3 years, 1930-32; many hundreds of others were immobilized under 
State stabilization laws and those that survived were, in most cases, under 
such heavy strain that their credit-extending powers were almost destroyed. 

Drastic action was required to deal with the situation. 

At various times during the 3920’s, Congress had appropriated small 
sums for what were called seed and feed loans to help farmers in drought, 
flood or storm-stricken areas, who were unable to obtain credit from other 
sources. In 1931, nearly 56 million dollars was extended for seed and 
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similar organizations which could discount agricultural paper with the 
Federal Intermediate Credit Banks - 


In 1932, the Reconstruction Finance Corporation was estab¬ 
lished to serve a purpose similar to that of the War Finance Corporation 
during the 1920-21 depression. During 1932* the Reconstruction Finance 
Corporation loaned about 850 million dollars to bank and trust companies. 
It also established a number of corporations call led Regional Agricultural 
Credit Corporations for the specific purpose of extending credit to 
farmers and ranchers. Until the formation of the production credit- 
associations in 1933* these corporations provided valuable emergency 
financing, especially to the livestock Industry. After May 1, 1934* 
they were used from time to time for special emergency conditions. The 
last of the corporations was liquidated in 1949 and in their pi .ce 
the Secretary of Agriculture was authorized to make direct loans in 
specially designated disaster areas. The Secretary has delegated this 
function to the Farmers Home Administration. 



The critical economic situation of the latter part of the 1920*s 
led to the setting up In 1929 of a revolving fund of $500,000,000 for 
the newly created Federal Farm Board which was authorized to 
loans for two general purposes 2 (l) commodity loans, as a means of 

attempting to stabilize prices; and ( 2 ) loans for the purpose of encourag¬ 
ing the development of farmers* cooperatives. The stabilization loans 
resulted in heavy losses when prices fell in 1930 to 1932. Efforts to 


smooth out price fluctuations through loans were continued in 1933 by 
the establishment of the Commodity Credit Corporation, which is still 

This corporation makes loans on the security of stored 
commodities and is a part of the general farm price support program of 
the United States Department of Agriculture. 



A further result of the sharp drop in farm income and generally 
unfavorable economic conditions, which began In 1930 and reached serious 
depression conditions in 1932 and 1933* was the formation in 1933 Q f 
the Farm Credit Administration. The old Federal Farm Board was changed 
to the Farm Credit Administration and to this new organization were 
transferred the Federal Land Bank and Federal Intermediate Credit Bank 
systems, the Regional Agricultural Credit Corporations and the Emergency 
Seed and Feed Loans. Two new credit systems were created and also placed 
under the Farm Credit Administration - the Production Credit System and 
the Banks for Cooperatives. The initial capital for the Production 
Credit Systems was appropriated by the Congress. The Banks for 
Cooperatives were capitalized from the balance of $173,000,000 remain¬ 
ing from the original fund of $ 500 , 000,000 made available to the 
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Federal Farm Board in 192?. 

The principal purpose of the organizations transferred or created 
in the Farm Credit Administration was to provide permanent sources of 
credit to individual farmers and their cooperative marketing and pur¬ 
chasing associations. There were some other activities, however, which 
were directed particularly toward the Immediate need for assistance 
to farmers during the depression period. One of these was the 
refinancing of farm mortgages threatened with foreclosure or in serious 
difficulty. To facilitate refinancing this program by the Federal 
Land Banks, there was created the Federal Farm Mortgage Corporation, 
with an initial capital of $200 million and authority to obtain 
additional loan funds by issuing bonds. This corporation was authorized 
to make loans through the Land Bank Commissioner on the security of 
farm mortgages, supplementary to the first mortgage loans made by the 
Federal Land Banks. Under this refinancing program, thousands of 
farms were saved to owners faced with foreclosure. 

CDosely related to the refinancing program was the work of the 
voluntary Farm Debt Adjustment Committees organized at the suggestion, 
and with the assistance, of the Farm Credit Administration. State 
and County committees, created in most of the States, provided a means 
under which cases of indebtedness clearly in excess of the ability of 
the debtor to pay might be settled without court action. This program 
also averted foreclosure on thousands of farms. 

Another development following 1932 was the provision made for 
rehabilitation of low income farmers. This new development was more 
than an extension of the seed and feed loan programs. Loans for such 
purposes were continued as '’emergency crop and feed loans 11 , but in 
1946 the whole activity was transferred to the Farmers Home Adminis¬ 
tration. The rehabilitation program reflected an enlarged sense of 
public responsibility for the welfare of disadvantaged farmers. 

The rehabilitation program had its beginning in the Federal 
Relief Administration; was developed by the Resettlement Administration; 
was carried forward, expanded, and refined by the Farm Security Ad¬ 
ministration, and is continued in modified form by the Farmers Home 
Administration. The general objectives of the program have been to 
provide disadvantaged farmers with the facilities essential to efficient 
farming, and to improve their diet, their health, and to promote farm 
ownership. Loans, grants, technical advice and supervision, improved 
leases, resettlement projects, labor camps, cooperative work projects, 
and assistance in forming cooperative purchasing and marketing 
associations were essential links in the chain of processes employed 
in this program to raise the living and cultural standards of low- 
income farmers. 
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By 1940, between one-fifth and one-fourth of all farm families 
had been assisted in one way or another by the Farm Security Administra¬ 
tion and its predecessors; the rehabilitation loans outstanding to 
individual farmers amounted to 320 millions of dollars; and tenant- 
purchase loans and loans for the construction of farmstead improvement 
amounted to about 58 million dollars. 

In covering agricultural credit developments in the United 
States, mention should also be made of the Rural Electrification Ad¬ 
ministration. This agency was established as a result of the slow 
progress which had been made in providing farm people with the con¬ 
veniences and economy of electricity comparable to those enjoyed by 
most city oeople. The Rural Electrification Administration was estab¬ 
lished by Executive Order in 1935 and in 1936 Congress provided the 
basic law under which the agency operates. Its original purpose and 
main activity have been to make loans to rura] electrification coopera¬ 
tives to finance the building and operating of electric distribution 
systems. As a result, loans have been made to approxina tely 1000 
cooperatives, and the percentage of farm homes served with electricity 
increased from 1C.9 percent in 1934 to 84 percent on June 30, 1951* 

In 1949 Congress also authorized the Rural Electrification Administra¬ 
tion to make loans to finance rural telephone service. This program is 
now actively under way. 

While the credit furnished by Federal or Federally sponsored 
agencies probably does not exceed 20 percent of all credit used by fanners 
and their cooperatives, the standards set by their policies and pro¬ 
cedures exert a beneficial and constructive influence throughout the 
entire agricultural credit structure in the United States. 

American agriculture has played a vital part in the continued 
growth of a strong productive national economy. The special agricultural 
credit agencies that have been established have contributed much to 
this growth and to the American system of family farms with their high 
production and support to democratic institutions. 
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FUNCTIONS AND ORGANIZATION OF THE FARM CREDIT ADMINISTRATION 


The Washington office of the Farm Credit Administration exercises 
general supervision over a system of federally sponsored institutions 
designed to provide both long— and short-term credit to fanners and to 
farmers cooperative associations. The general purpose of the system 
is to supply farmers with a dependable source of credit at all times 
on a sound basis through coordinated, cooperative credit facilities. 

The institutions of the Farm Credit Administration may be grouped into 
four major credit units, (l) the Federal land bank system, which provides 
long-term, real estate credit to farmers; (2) the banks for cooperatives, 
which provide loans to farmers* cooperative associations; (3) the 
production credit system, which provides short-term production credit 
to faimers; and ( 4 ) the intermediate credit system, which provides 
credit and discount facilities for local lending institutions and coopera¬ 
tive associations serving farmers and stockmen. 

Sources of Agricultural Credit in the United States 

The Farm Credit Administration at present accounts for only a 
small portion of the total amount of credit used by agriculture- Before 
describing the organization of the Farm Credit Administration, other 
sources of credit available to farmers are briefly discussed. Some 
knowledge of credit facilities in this country is necessary in order to 
understand the role played by the Farm Credit Administration in serving 
the credit needs of farmers. The Farm Credit Administration was not 
designed to dominate the credit market but to make available to agricul¬ 
ture a sound, dependable source of credit during times of financial 
stringency as well as during times of prosperity, and to act as a 
leader and to set standards for interest rates, terms, and general credit 
services adapted specifically to the needs of farmers and their 
cooperatives• 

A farmer who needs credit may obtain a loan from one of several 
different sources. Long-term, real estate loans are obtained chiefly 
from insurance companies, commercial banks, the Farmers Home Administra¬ 
tion, the Federal land banks, and from individuals. Chief sources 
of short-term or non—real estate credit are commercial, banks, the 
Farmers Home Administration, production credit associations, and 
individuals, merchants, dealers, cattle loan companies and other 
miscellaneous lenders. 

Long-term credit — Insurance companies generally lend only 
in the better agricultural sections where the value of farm units is 
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high* In some of the better farming areas they supply a larger volume 
of credit than any other lender* Loans are usually amortized, running 
for terms up to 20 years or more. Interest rates are lower than average 
usually ranging from 4 to 5 percent per annum. 

Commercial banks make real estate loans In all sections of the 
country, but the proportion of the total varies from over one-half in 
sections of the Northeastern States to less than one—tenth in sections 
of the Plains States • In order to maintain a liquid position and 
because of regulations imposed by laws under which they operate> the 
proportion of funds which may be invested by banks in real estate is 
5 years or less. Interest rates are higher than for any other lender 
group, with 5 to 6 percent being the most common. 

The Farmers Home Administration, a Government agency, makes 
real estate loans for the purpose of helping farm tenants, laborers, 
and sharecroppers purchase farms and of helping owners enlarge under¬ 
sized farms and improve underdeveloped farms. Only those applicants 
are eligible who cannot obtain credit from other sources at reasonable 
rates. Loan funds are appropriated directly by Congress. 

Individuals are an important source of real estate credit in 
all areas of the United States. Loans by individuals usually originate 
when the seller of a farm takes back a mortgage as part payment, or a 
farmer obtains a loan from an individual who has money to Invest. Terms 
on the majority of these loans run for 5 years or less. Interest rates 
are comparatively high but average slightly less than for commercial 
banks. Other lenders are a minor source of real estate credit and 
include such groups as religious, educational and fraternal organiza¬ 
tions, mortgage and investment companies, and building and loan associa¬ 
tions • 

The Federal land banks will be discussed in detail later. The 
table below shows the amount and percent of long-term or farm real 
estate credit held on January 1, 1951* by each lender group: 
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Type of lender 



lers Home 
ndividuals 


Total 


Amount 

(million dollars) 


total 


948 

44 

1,341 

943 

214 


16.3 

0.7 

23.0 

16.2 

3-7 

40.1 


5,828 


100.0 


Short-term credit — Commercial banks are the most important 
single source of short-term credit, currently accounting for over 
one—third of the total amount outstanding. Banks making agricultural 
loans usually have a business relationship with the farmer as a depositor 
as well as a borrower, and, knowing the farmer, are able to make him a 
loan promptly and with a minimum of investigation when he applies for 
one. 

The Farmers Home Administration also makes short-term loans to 
farmers for the purpose of helping them meet production expenses and buy 
the livestock, machinery and other items they need to make improvements 
in their farming. The credit service is supervised and is available 
only to farmers who cannot obtain credit elsewhere. 

Over one—third of the total volume of short-term credit used 
by farmers is supplied by individuals who have surplus funds to invest, 
and by dealers in fertilizer, feed, farm equipment and supplies, who 
make credit sales to farmers who do not have the ready cash available 
to pay for the articles purchased. Interest rates charged by this 
group are generally higher than the rates charged by institutional 
lenders. 

The following table shows the amount and percent of short-term 
debt held on January 1, 1951, by each lender group. loans by the 
Commodity Credit Corporation are made only on farm commodities in 
connection with price support operations and do not represent loans 


a/ Placed in liquidation July 1, 1947- 
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for production, family living, or refinancing purposes, 
production credit associations and Federal intermediate 
will be discussed in detail later. 


Loans by the 
credit banks 


of 





Farmers Home Administration 
Commodity Credit Corporation^/ 

Others^/ 


Total 


(Million dollars) Percent 

2,524 37-2 

451 6.7 

62 0.9 

335 4-9 

806 11.9 

2,600 38.4 

6,778 100.0 


a/ Excludes Commodity Credit Corporation guarantees. 
b/ Loans to and discounts for private financing institutions only, 
excluding CCC guarantees. Total of all loans and discounts held 
by FICB»s amounted to 481 million dollars, 
c/ Includes loans held by institutional lenders and guaranteed by the 
Commodity Credit Corporation. 

d/ Includes individuals, merchants, dealers, and other miscellaneous 
lenders. Estimated by the Bureau of Agricultural Economics * 


History of the Farm Credit Administration 


A brief discussion of how the Farm Credit Administration came 
into existence and why it was organized will be helpful in understand¬ 
ing the role and objectives of the present organization. The Farm 
Credit Administration had its beginnings in 1916 when Congress enacted 
the Federal Farm Loan Act, which created the 12 Federal land banks. 

Prior to 1916, there was no credit system in the United States specifically 
designed or adapted to meet the needs of agriculture. Farmers were 
forced to utilize as best they could the credit facilities that had 
been developed primarily to meet the needs of industry and commerce. 
Insurance companies tended to make loans only in areas where loans 
were large and numerous and risks were low, while commercial banks, 
especially in high risk areas, had to subordinate farm mortgage lend¬ 
ing because of the prior obligation of depositors. There vas no 
general means of bringing together farmers who needed credit and prospec¬ 
tive investors with surplus funds. The loans made were usually for 
short periods of time, the average terms for real estate loans in 
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most parts of the country being 5 years or less* At maturity the borrowers 
usually could not retire the entire debt and had to arrange for a renewal, 
or refinancing, for which heavy charges were often made. In times of 
financial stringency it was difficult, if not impossible, to secure 
renewal or refinancing.at any cost* The average interest rates and com¬ 
missions on farm mortgages in 1915 lor the various States varied considerably 
and ranged as high as 10 percent or more. 
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The situation regarding short-term credit was about as unsatis¬ 
factory as the situation regarding long—term credit. Credit was not 
available to farmers on terms and conditions which would meet their 
needs and there was no way by which agriculture could reach the money 
markets of the country for its short-term credit requirements. Banks 
had loaned liberally during the prosperous World War X period, but 
when prices declined from 1920 to 1923 losses resulted and many were 
forced to call their loans to meet withdrawals of depositors- Follow¬ 
ing an exhaustive study. Congress in 1923 established a permanent system 
of Federal intermediate credit banks which, through the sale of securities 
in the investment market, could obtain funds for the extension of seasonal 
credit to local lending institutions serving farmers and stockmen, and 
to farmers* cooperative associations. The intermediate credit banks do 
not lend directly to farmers but to agencies lending to farmers, ob¬ 
taining funds through the sale of debentures in the money market backed 
by the notes and mortgages of farmers. 

Later developments revealed that this was not an adequate 
solution to the short-term credit problem primarily because many private 
lending agencies, including those which rediscounted their paper with 
the Federal intermediate credit banks, did not meet the credit needs 
of farmers • Many private agencies failed because of inadequate capital, 
unsound management or for other reasons, and many banks, because of fall¬ 
ing prices, did not want to run the risk of borrowing funds to lend to 
fanners. Accordingly, Congress, after extended hearings which were 
participated in by agricultural and other leaders, authorized, in the 
Farm Credit Act of 1933> the establishment of production credit corpora¬ 
tions and a country—wide system of local cooperative agencies called 



production credit associations, "which were designed to make production 
credit easily accessible to every farmer in the country. 

The Farm Credit Act of 1933 brought into one organization the 
land bank system and intermediate credit system, it created the production 
credit system and also created a permanent system of credit for farmers 1 
cooperative associations by the establishment of 13 banks for coopera¬ 
tives. Farm cooperative marketing and purchasing associations needed 
credit in larger amounts or for longer periods than commercial banks 
could generally supply. Through various legislative enactments, 
including that creating the intermediate credit banks. Congress had 
provided forms of credit for financing farmers 1 cooperative associations. 
However, it was believed necessary to have a more extensive and decentral— 
ized lending service in whose ownership and control the borrower coopera¬ 
tive associations would participate. The Farm Credit Act of 1933 
provided for the organization of the banks for cooperatives and authorized 
them to make loans to cooperative associations. 

Thus the Farm Credit system was designed and organized to provide 
credit to farmers and their cooperative organizations on a sound credit 
basis in prosperous times and in depression times. 


Organization of the Farm Credit Administration 


There are three levels of organization of the Farm Credit Adminis¬ 
tration, (l) the central supervisory office located at Washington, 

D. C., (2) 12 district offices, and (3) local cooperative associations 
known as national farm loan associations and production credit associa¬ 
tions which deal directly with individual farmers. The Washington 
office, with the exception of the Central Bank for Cooperatives, 
described more fully later, does not make any loans; it supervises, 
coordinates, examines, and furnishes various services to the institutions 
of the system. 

Each of the 12 district offices serves a designated territory 
known as a Farm Credit District. The 12 districts were so arranged as 
to contain a diversified set of farming areas. In each district there 
is a Federal land bank, a production credit corporation, a bank for 
cooperatives and a Federal intermediate credit bank. Each district 
has a board of directors known as the Farm Credit Board. The members 
of this board are ex officio directors of the individual institutions, 
and in that capacity administer the affairs of these organizations. 

There are seven members on each Farm Credit Board. One of these 
members is elected by national farm loan associations, one by production 
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credit associations^ one by cooperatives borrowing from the bank for 
cooperatives in the district, three are appointed by the Governor of 
the Farm Credit Administration, and one is appointed by the Governor 
from the three candidates receiving the greatest number of nominating 
votes by national farm loan associations in the district. 

Federal land bank system — Federal land bank loans are made 
through local credit cooperatives called national farm loan associa¬ 
tions. The 12 Federal land banks were established under the Federal 
Farm Loan Act of 1916 as permanent institutions designed to provide 
long-term farm mortgage credit for agriculture at rates of interest 
determined by the costs of borrowed funds plus a margin for operating 
expenses and for reserves. The Federal land banks were originally 
capitalized by the Federal Government, but became fully member owned 
in 1947• The borrowed funds are obtained through the sale of Federal 
farm loan bonds (presently with terms between 3 and 10 years) 
issued as joint obligations of the 12 banks and secured by first 
mortgage farm loans deposited and pledged with the farm loan registrars 
for the respective Farm Credit districts. All loans must be secured 
by first mortgages on farm land. No loan can exceed 65 percent of 
the appraised normal agricultural value of the farm and no loan can be 
made to a person who is not engaged or is snortly to become engaged 
in farming operations. Normal agricultural value as defired by 
the Farm Credit Administration is the amount a typical purchaser 
would, under usual conditions, be willing to pay and be justified 
in paying for the property for customary agricultural uses, including 
farm home advantages, with the expectation of receiving normal net 
earnings from the farm. 

Each borrower is required to purchase stock in the local 
association amounting to 5 percent of rhe loan, which is repaid at par 
at the time the loan is completely repaid. The loans are repayable on 
an amortization plan which will repay the debt within an agreed period 
of not less than 5 years nor more than 40 years, but borrowers are 
usually permitted to repay the loans without penalty at any time before 
maturity. Dividends are paid by the Federal land banks to the national 
farm loan associations, which, in turn, may pay dividends to its member 
borrowers. Loans currently made through 9 of the 12 banks bear interest 
rates of 4 percent oer annum, loans made through 2 banks bear rates of 
4 -1/2 percent per annum, while loans made through the remaining bank 
bear interest rates of 5 percent. There are currently 1,191 national 
farm loan associations in the United States with a membership of more 
than 300,000 farmers or ranchers. Each association elects its own 
board of directors from its members 5 this board is responsible for the 
activities of the association. 

Production credit system — The production credit * organization 
within each district consists of a production credit corporation and a 
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number of local cooperative production credit associations* The produc¬ 
tion credit corporations themselves make no loans* Their activities 
are limited to partially capitalizing and supervising the associations 
which provide a short-term credit for general agricultural purposes 
at reasonable cost and on terms and conditions suitable to the 
borrower f s needs* 

A production credit loan is obtained through one of the local 
associations and may be made for any general agricultural purpose. 

Loans are made for any amount from $50 up. In most cases when a 
production credit loan is approved a "budget” plan is worked out for 
the borrower. Under such a plan, arrangements are made for the borrower’s 
financial. needs during the season and for advancing the funds as 
needed. In addition, the borrower agrees to repay the loan from sales 
of certain farm products as sales are made- Interest does not start 
on any part of a production credit association loan until the borrower 
draws the money and when he repays any part of the amount advanced, 
interest charges cease on the amount repaid. Thus, interest is paid 
on each dollar for only the exact number of days it is used. As in 
the case of national farm loan associations, the membership of a production 
credit association elects its own board which is responsible for manage¬ 
ment of the association. The associations obtain their lending funds 
principally by rediscounting with and borrowing from the Federal inter¬ 
mediate credit banks. 

Each borrower is required to purchase stock of the association 
in an amount equal to 5 percent of his loan. The loans are written to 
mature within one year, but renewal of a portion of some types of loans, 
such as those of a semicapital nature, is frequently anticipated at 
the time the loans are made. The interest rate for most associations is 
5 l/2 to 6 percent per annum. There are currently 500 production credit 
associations in the United States, with a membership of about 450,000 
farmers and stockmen. 

Intermediate credit system - The 12 intermediate credit banks 
were established under the Agricultural Credits Act of 1923- They do 
not make loans directly to farmers but were designed to operate as 
banks of discount and to give agriculture access to investment markets 
in the large money centers. They operate by selling debentures to the 
investing public, usually with terms of less than one year, and by 
using the proceeds to purchase and discount notes of farmer borrowers 
for production credit associations, national or State banks, trust 
companies, agricultural credit corporations, livestock loan companies 
and other financing organizations. The intermediate credit banks also 
make loans to the banks for cooperatives and, in certain instances, to 
production credit associations. The discount rate in most banks is 
2 3/4 percent at the present time. 
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The banks for cooperatives — The Farm Credit Act of 1933 
authorized the organization of 13 banks for cooperatives, one in each 
of the 12 Farm Credit districts and a Central Bank for Cooperatives 
located in Washington, D. C. Each of the 13 banks for cooperatives 
makes loans to eligible cooperative associations engaged in marketing 
agricultural products, purchasing farm supplies, and furnishing farm 
business services* Cooperative associations of national or broad regional 
scope usually are served by the Central Bank in Washington, D. C. The 
banks for cooperatives offer three types of loans to cooperative 
associations, (l) commodity loans, which are short term and secured 
by first liens on farm products or supplies; (2) operating capital loans, 
which are made for the purpose of supplementing the borrowers T working 
capital, may be secured or unsecured, and are made on both a short-term 
and medium-term basis; and (3) facility loans made for the purpose of 
assisting in financing or refinancing the cost of construction, purchase 
or lease of land, building, equipment or other physical facilities. 
Facility loans must be secured, must be repaid within 20 years and may 
not exceed 60 percent of the appraised value of the collateral security* 
Rates of interest charged by the banks for cooperatives are determined 
by the Governor of the Farm Credit Administration but may not exceed 
6 percent per annum. At the present time, the predominating rates are 
from 2 l/2 to 2 3/4 percent for commodity loans, 3 percent for operating 
capital l.oans, and 4 percent for facility loans. The greater part of 
the capital of the banks for cooperatives is owned by the United 
States Government, but capital is also furnished by borrowing associa¬ 
tions, which are required to purchase stock from a bank for cooperatives 
equal to 5 percent of the amount of operating capital and facility 
loans granted to them, and one percent of the amount of their commodity 
loans. Loan funds are obtained from Government capital in the banks 
and borrowings and, for the Central Bank for Cooperatives, debentures 
are sold to the investing public. 

Washington office — All the activities of the Farm Credit Ad¬ 
ministration are conducted under the general direction and supervision 
of the Secretary of Agriculture. Executive authority over the Farm 
Credit Administration is exercised by the Governor, who acts 
principally through deputy governors, four commissioners, and other 
heads of divisions. 

The Farm Credit Administration at the central office level is 
divided into four major operating divisions, consisting of the Land 
Bank Division, the Production Credit Division, the Intermediate Credit 
Division, and the Cooperative Division. Each division is headed by a 
Commissioner who is directly responsible for the supervision and 
coordination of the respective lending institutions in the 12 Farm 
Credit districts. Each division maintains a continuous review of the 
fiscal, financial, and credit operations of the respective institu¬ 
tions. They are respsible for review and authorization of sales of 


16 



bonds and debentures, and generally review the work in the field as a 
basis for carrying out statutory responsibilities of the Administration. 

There are two other operating divisions which are important. 

The Examination Division is charged with the responsibility of examining, 
at least annually, all of the corporations and associations of the Farm 
Credit System. The Cooperative Research and Service Division provides 
research and service facilities to farmers 1 cooperative associations. 

The program of the Cooperative Research and Service Division 
has as its main purpose the improvement of existing methods and prac¬ 
tices and the development of new ones for use by associations of producers 
of agricultural products in such fields as processing, warehousing, 
manufacturing, storage, purchasing, credit, financing, insurance, and 
other types of service. 

The Division works closely with State and Federal agricultural 
research and extension groups and participates in farm cooperative 
conferences called by agricultural colleges and other agencies. To 
carry out the objective of its program, the Division develops and 
distributes the results of its research studies to farmers 1 cooperatives 
which request them. 

Other divisions in the Washington office provide necessary 
services for the field organizations and for the use of the operating 
divisions which have been mentioned• 


Progress Toward Member Ownership 

A fundamental principle of the Farm Credit Administration is to 
encourage and develop agricultural cooperative institutions with farmer 
ownership as the ultimate objective, especially insofar as the insti¬ 
tutions it supervises are concerned. Substantial progress has been 
made in this respect. The Federal land banks are now wholly owned by 
farmer borrowers, primarily through ownership of stock in the national 
farm loan associations. The banks have repaid to the Government all 
of the initial capital provided under the provisions of the Federal 
Farm Loan Act, and the additional capital (125 million dollars) and 
paid-in surplus (189 million dollars) provided during the severe 
depression of the early thirties. 

The production credit corporations, which are wholly owned by 
the Government, provided the initial capital of the production credit 
associations by purchasing association stock with funds available from 
the corporations 1 capital fund provided by the Government. The corpora¬ 
tions 1 investment in stock of the associations has been greatly reduced. 
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All of the capital provided by the Government has either been 
repaid or is intact and unimpaired and each of the banks and corpora¬ 
tions has accumulated substantial reserves* 
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THE FARMERS HOME ADMINISTRATION AND ITS PROGRAM 
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The predecessors of the Farmers Home Administration came 
into being as long ago as the early T 30 s when millions of 
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es coupled with disastrous drought conditions. The 
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into the picture along with credit as a further m 
families help themselves. 






At about the time the Farmers Home Administration was estab¬ 
lished, census figures showed that over two million U. S- Farm familes 
had an average annual gross value of products ranging from $400 to 
$1,500. In 3.948, further studies showed that out of 5,680,000 farm 
families headed by people from 21 to 64 years of age, 2 , 630,000 had 
annual average incomes of less than $2,000. 


Farm families in this income group are generally unable to 
secure private credit to make needed adjustments in their farming, 
obtain additional acreage, or improve their land, buildings and 
equipment. Without these adjustments, they cannot fully utilize their 
available family labor or manpower and cannot begin to produce to their 
full potential capacity. 

The program of the Farmers Home Administration provides for 
supervised agricultural credit for farmers, including veterans Interested 
in farming, who are unable to obtain essential credit from other 
sources on reasonable terms and conditions. Emphasis is placed on 
helping family—type farm operators use the loan funds to improve their 
enterprises, strengthen their tenure status, adopt better farm practices, 
thereby increasing their farm production and net incomes. 

Under various programs within the structure of the agency, 
loans may be made for farm and home operations; purchase, improvement, 
or enlargement of family—type farms; installation or repair of farm 
water facilities; construction or repair of farm buildings; and to 
continue farming operations in instances where severe production losses 
have been sustained due to natural disasters. 
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While the present program is broader than those or the agency f s 
predecessors, it is designed to carry on most or the rune tic ns perronned 
by those romer agencies. 

Following its establishment by the Fanners Home Administration 
Act or 1946, the agency was starred largely with personnel who had 
served in the Farm Security Administration and the Emergency Crop and 
Feed Loan Division or Farm Credit Administration. Many or the employees 
brought with them some ten years or experience in supervised credit 
experience. Congress, in enacting legislation authorizing the agency, 
also had this experience to guide it. As a result, the legislation 
authorized a riexible program to enable small rarmers and young rarm- 
minded veterans to create and maintain sound family ram operations. 

The agency is able to help the small rarmer reach his objectives or 
improved production and income by supplying credit and supervision, 
whether his needs are for land ownership or imDrovement, livestock, 
equipment, improved managerial ability or a combination or these 
essentials• 

Since the war the Farmers Home Administration has been assist¬ 
ing smaD1 rarmers more and more to reorganize rarming systems, replace 
one—crop rarming with greater diversiTication, plan ror full utiliza¬ 
tion of land and family labor resources, plan and carry on farm develop¬ 
ment and enlargement programs, produce their own home living require¬ 
ments and, in short, implement the recommendations of other agencies 
in the Department of Agriculture to improve their living conditions 
and gain greater security through better farming operations. 

Administrative Structure 

The program of the Farmers Home Administration is divided into 
two broad classifications — real estate credit and farm operating 
credit. In the national office at Washington, D. C., the Farm Owner¬ 
ship Division handles the technical phases of farm ownership credit and 
housing loans, while the Production Loan Division performs this function 
with respect to operating, water facilities, and disaster loans. 

Other divisions in the national office, aside from the Adminis¬ 
trator 1 s Staff, includes Administrative Analysis, Administrative 
Services, Budget, Examination, Finance, Information, and Personnel. 

Forty State Directors head up as many State offices which are 
staffed with clerical, administrative, and program service people. 

Some state offices serve more than one state. Each state has a State 
Advisory Committee of nine prominent citizens. 
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The county offices, each headed, by a county supervisor vd_th 
necessary clerical help and in some heavy—load counties with an 
assistant, deal directly with the applicants and borrowers- Because 
actual operations are largely decentralized, most loan making 
authority is delegated to the county supervisors. Supervisors and 
assistants are trained in farm and home management. Each agricultural 
county has a committee of three local citizens, at least two of whom 
are fanners who determine applicants T eligibility. This same com¬ 
mittee must certify to the value of farms purchased by eligible farmers 
with loan funds. In all phases of Farmers Home Administration’s 
program veterans are given preference. 

Farm Ownership Loans 

Farm ownership loans bear 4 percent interest and are amortized 
over a 40—year period. However, repayments are actually made accord¬ 
ing to current income from the farms; and a3 a result, more than one 
third of the loans have already been repaid in full by borrowers who 
are now farming their own land. 

The farm ownership loan program was originally established 
in 1937 under the Bankhead-Jones Farm Tenant Act. The Farmers Home 
Administration Act provided for the new agency to continue the program, 
and enlarged it to include loans to farm owners for the development 
or enlargement of their units to efficient family farms. Also established 
was the insured farm mortgage program providing for Government guarantee 
of repayment of loans and interest advanced by private lenders. Under 
this program, the borrower is required to advance 10 percent cf the 
value of the farm as a down payment to the seller. The borrower pays 
4 percent Interest on unpaid balances, with one percent going to the 

Government and three percent to the lender. Farmers Heme Administration 

♦ 

services the loan and otherwise treats it and the borrower the same as 
though It were a direct loan. Farm ownership loans, either direct 
or Insured, are available only to farmers who cannot obtain adequate 
credit elsewhere. Farm ownership loans must be refinanced through 
cooperatives or private credit whenever the borrower’s equity becomes 
sufficient to make this possible. 

Originally, farm ownership loans were made only for the 
purchase of family—type farms by tenants, sharecroppers or 
farm laborers. They were called tenant purchase loans. Now that farm 
enlargement and farm improvement or development loans have been added, 
they have steadily Increased in number during the past five years. 

In fiscal 1951, counting direct loans and Insured loans advanced by 
private lenders, new loans for development and enlargement outnumbered 
the tenant purchase loans. 

Farm enlargement loans are made to owners whose farms are too 
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small to operate as efficient family—type units. Farm development 
loans are for land improvements such as drainage, terracing, clearing, 
fencing, or basic land treatment, or to add or repair necessary build¬ 
ings- The main purpose of either type of loan is to create a farm on 
■which the family can earn an adequate income. 

Farm Housing Loans 

The Housing Act of 1949 authorized loans to farm owners to 
construct or repair farm dwellings and other farm buildings. These 
are 4 percent loans, not to exceed 33 years. Recent defense program 
requirements have reduced the time limit to 25 years on most loans 
exceeding $2,500, and to 20 years for loans ever $7,000. Veterans 
and families of deceased servicement have preference. Loans may be 
made to farm owners not earning the major part of their income from 
agriculture as well as to family—type farm operators • Landlords 
unable to obtain credit elsewhere may borrow to improve housing for 
tenants and hired workers living on their farms. 

Loans can only be made to farm owners, and a ?T farm Tf is des¬ 
cribed as land operated as a single unit for the production of agricul¬ 
tural commodities for sale or home use which have a gross value of at 
least $400 based on 1944 commodity prices. It is expected that any 
building erected or repaired will have, when completed, a sound founda¬ 
tion, strong walls, a tight roof, and will meet similar minimum 
construction standards. Types and designs of construction are determined 
by prevailing suitable construction in the area or neighborhood where 
loans are made. Loans are secured by a mortgage on the farm, subject 
to any existing prior liens, and such additional security as may be 
necessary to protect the Government f s investment. 

Operating Loans 

Operating loans are made by the Farmers Home Administration to 
help eligible operators of family—type farms get ahead through better 
farming. 

Under its existing authorities, the agency makes operating 
loans (l) to eligible applicants who are operating family—type farms, 
and who can and will take advantage of assistance to make needed improve¬ 
ments in their farm and home operations; and (2) to eligible applicants 
who are already conducting family—type farming operations of a satis¬ 
factory nature but who, because of conditions beyond their control, 
are in need of emergency credit for annual operating expenses to con¬ 
tinue their farming operations during the current year. The broad 
objective of operating loans is to help family—type farm operators 
become established as successful farmers, able to operate on their 
own resources or through lines of credit with banks, cooperative 
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lending agencies, or other responsible sources. 

Applications from eligible veterans are given preference, 
but both veterans and non—veterans must meet the same qualifications 
and requirements. 

Supervision in the form of practical guidance and technical 
assistance accompany operating loans. County supervisors are qualified 
to help applicants work out sound farm and home plans to fit their 
family labor and land resources. Long-time plans are aimed at making 
the adjustments necessary to place the operations on a sound and 
profitable basis. Annual plans are made and carried out in line 
with the steps necessary to reach the long-time goal of better farming 
and adequate income. The supervisor’s work includes visits to the farm 
and home to advise with the family on current operations, and to assist 
further with necessary planning. The supervisor furnishes a record 
book and teaches the family, if necessary, its use. Keeping 
records of income and expenses shows the results of the year’s 
operations and helps determine the changes needed in the future to 
improve the farming operations and income. 

Loans and plans for adjustments in operations cover an average 
of about five years. The loans bear 5 percent interest and are 
repayable in one to seven years. The largest amount of operating loan 
credit that can be extended to a borrower at any one time is $7,000. 

His total operating loan indebtedness cannot exceed $10,000. Loans 
are secured by first mortgages on the livestock and equipment bought 
or refinanced with the funds, and by a mortgage on the crops. 

The demand for this type of credit, as reflected in the 
number of applications received in the county offices each year, is 
greater than the agency can meet. Applications are carefully screened, 
and care is taken to see that the service helps bring about better 
farming, an acceptable standard of living, and greater contributions 
to production of food an<_ fiber. 

Water Facilities Loans 

Water facilities loans are made to individual farmers and 
to farmer groups in the western areas of the United States to 
install or repair facilities to provide water for use at the 
farmstead or for the irrigation of crops. Interest rate is 3 percent 
per year for periods up to 20 years, the length of time depending 
on the usefulness of the facility. No project or group loan may exceed 
$100,000, and individual loans are usually for $5,000 or less. The 
agency gives technical help in planning and constructing water facilities, 
and in using the water made available by the facilities. The agency 
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also provides advice and guidance to those water facilities borrowers 
who need it to make adjustments and improvements in farm and home 
operations• 



The disaster loan program authorizes emergency loans to fanners 
and stockmen in areas hit by production disasters such as droughts, floods, 
unseasonable hot or cold weather, or insect infestations - Public Law 38* 
in authorizing the program, made a revolving fund available for this 
purpose. Loans are made only in areas designated by the Secretary of 
Agriculture, and they are for the purpose of helping farmers continue 
in production after losses or crop damage that have been brought on 
by the disasters. 

THE STORY IN FIGURES 

The following numbers and amounts show the approximate progress 
at the end of the fiscal year 1951 (June 30, 1951) > and include loans 
and col3 ections during the existence of the Farmers Home Administra¬ 
tion, or from November 1, 1946; 
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From November 1, 1946, through June 30# 1951 

(Collections to May 31# 1951) 


Production and Su 


Number of lo 
Total loaned 


included^/ 


600,000 


$434# 500,000 

248 , 000,000 



Number of lo 
Total loaned 




16,000 


$ 106 , 100,000 
137,196,000 


Insured Mortgage Loans 

Number of loans insured 
Total amount 

Repaid, interest included 


6,000 


$ 45,500,000 
2 , 766,000 


Water Facilities Loa 


Number of loans 
Number of assoc 
Total amount, i 


to individuals 


5,000 

100 


8 , 

2 , 


,ooo 

,ooo 


4 , 519,000 

513,000 


Housing Loan 
Number of lo 
Total loaned 


9,100 


$ 42,000,000 
1 , 888,000 


Disaster and Flood L 


Number of loans 
Total loaned 


43,200 


$ 58 , 000,000 

27,280,000 


(Farmers Home Administration has also collected $250,000,000 since 
November 1, 1946, from former borrowers of predecessor agencies*) 

Does not inclade collections on accounts of predecessor agencies* 

2/ Includes collections on accounts contracted prior to Fanners Home 
Administration Act* 


